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Second Draft Staff Report Chapter 1: Background

INTRODUCTION

Proposed Rule (PR) 2305 — Warehouse Indirect Source Rule — Warehouse Actions and
Investments to Reduce Emissions (WAIRE) Program and PR 316 — Fees for Rule 2305 would
apply to operators and owners of existing and new warehouses with floor space greater than or
equal to 100,000 square feet within a single building. These warehouses are used to receive, store,
and serve as a distribution point for goods. The majority of emissions associated with warehouses
are from on-road vehicles such as trucks that deliver goods, and off-road vehicles such as cargo
handling equipment. PR 2305 would require warehouses subject to the rule to annually take actions
that either reduce emissions regionally and locally or that facilitate emission reductions.

More specifically, PR 2305 requires warehouse operators of warehouses subject to PR 2305 to
earn a certain number of points each year from emission-reducing activities or payment of a
mitigation fee. This program would work similarly to the LEED system by the United States Green
Building Council in that actions are assigned a specified level of points based on a menu.! For
PR 2305, the amount of points every warehouse operator must earn annually depends upon the
number of truck trips to their warehouse.? Second, an operator may choose to apply to implement
a site-specific custom plan that incorporates actions that are not on the menu, plan approval is
required prior to being able to earn points. Custom plans could include onsite and offsite measures
within the control of the operator that can be demonstrated to reduce emissions of NOx and/or
diesel PM. Third, an operator may choose to pay a mitigation fee to South Coast AQMD. The
funds generated from the mitigation fee will be used to provide financial incentives for truck
owners to purchase NZE or ZE trucks, or for the installation of fueling and charging infrastructure,
with priority given for projects in the communities near warehouses that paid the fee. In addition,
warehouse operators and owners would also have reporting and recordkeeping requirements.
Finally, warehouse operators would pay fees as established by PR 316 to reimburse South Coast
AQMD for administrative costs associated with ensuring compliance with PR 2305.

There are many factors that go into determining the stringency of proposed rules. For PR 2305,
the draft stringency recommended here considered the following points: the need for emission
reductions, the significance of emissions associated with the warehousing industry, the potential
emissions reductions from PR 2305 when considering other measures, and the impact to industry.
The analysis included in this Draft Staff Report and in the accompanying Draft Environmental
Assessment (CEQA analysis) and Draft Socioeconomic Impact Assessment describe the
information used to develop the proposed rule approach.

AIR QUALITY MANAGEMENT PLAN

The South Coast Air Quality Management District (South Coast AQMD) is the regional air quality
regulatory agency for all of Orange County, and large portions of Los Angeles, Riverside, and San
Bernardino counties. It is responsible for developing and enforcing air pollution control rules and
regulations and implementing strategies to meet attainment standards for the South Coast Air Basin
(SCAB) and the Riverside County portions of both the Salton Sea Air Basin (SSAB) and the

! There are two important distinctions between LEED and PR 2305. First, the point values between the two systems
are completely separate and do not relate to each other. Second, PR 2305 requires annual compliance whereas LEED
typically is accomplished on a one-time basis during building construction/design or during renovation.

2 Point values consider regional and local emission reductions and cost, but warehouse operators do not need to
calculate these values. See Chapter 2 for additional detail.

Proposed Rules 2305 and 316 6 April 2021
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Mojave Desert Air Basin (MDAB). The federal Clean Air Act (CAA) requires the submission of
State Implementation Plans (SIP) for nonattainment areas that do not meet the federal National
Ambient Air Quality Standards (NAAQS). Additionally, the California Clean Air Act (CCAA)
imposes further requirements on meeting state ambient air quality standards for criteria pollutants.
South Coast AQMD’s jurisdiction is currently classified as being in extreme nonattainment status
for the federal NAAQS ozone standards, and serious nonattainment for the federal fine Particulate
Matter (PM 2.5) standards.

Per the California Health and Safety Code, the South Coast AQMD is required to adopt an Air
Quality Management Plan (AQMP) to demonstrate compliance with both federal and state ambient
air quality standards for South Coast AQMD’s jurisdiction.® The AQMP is a blueprint for meeting
federal and state air quality standards, which include the NAAQS for the South Coast AQMD
jurisdiction. On March 3, 2017, South Coast AQMD’s Governing Board adopted the 2016
AQMP.* Based on analysis in the 2016 AQMP, in order to attain the 8-hour ozone standards by
the NAAQS deadlines, the total SCAB emissions of NOx must be reduced to approximately 141
tons per day in 2023 and 96 tons per day in 2031. This represents an additional 45% reduction in
NOXx beyond baseline 2023 levels, and an additional 55% NOXx reduction beyond baseline 2031
levels. As seen in Figure 1, approximately 80% of NOx emissions in 2023 and 2031 will be from
mobile sources. The control strategy in the 2016 AQMP includes many stationary and mobile
source measures that will be carried out by the South Coast AQMD and the California Air
Resources Board (CARB) (Figure 2). To attain the federal ozone and PM 2.5 NAAQS, the 2016
AQMP relies on reducing regional NOx emissions as a primary strategy (NOXx is a precursor to the
formation of both ozone and PM 2.5), but also includes measures to reduce directly emitted
PM 2.5.

CARB is committed to achieving emission reductions with its state Mobile Source Strategy (MSS)
in the State Implementation Plan (SIP). However, the majority of these emission reductions come
from measures titled as “Further Deployment of Cleaner Technologies” (Further Deployment
Measures), which were not fully defined. The Further Deployment Measures are expected to
reduce 108 tons per day of NOx emissions beyond baseline by 2023 and 88 tons per day beyond
baseline by 2031.

3 Health and Safety Code Section 40460(a)
4 South Coast AQMD, Final 2016 Air Quality Management Plan, March 2017. https://www.agmd.gov/home/air-
quality/clean-air- plans/air-quality-mgt-plan/final-2016-agmp

Proposed Rules 2305 and 316 7 April 2021
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Figure 1.  South Coast Air Basin Baseline NOx Emissions and Reductions Needed to
Achieve Federal 8-Hour Ozone NAAQS
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Figure 2:  NOx Control Strategy in the 2016 AQMP
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RULEMAKING BACKGROUND

Implementation of the Further Deployment Measures described above is based on a combination
of incentive funding and development of new regulations. In the 2016 AQMP, the South Coast
AQMD committed to assist CARB and U.S. EPA in developing the Further Deployment Measures,
including through the development of local Facility Based Mobile Source Measures (FBMSMs).
One of the FBMSMs includes MOB-03 — Emissions Reductions at Warehouse Distribution
Centers.

The 2016 AQMP described a year-long process for staff to evaluate potential emissions reduction
strategies for the FBMSMs and report back to the Governing Board on the most promising
approach. South Coast AQMD staff convened a working group to explore potential voluntary and
regulatory approaches for warehouses, consistent with what was outlined in the 2016 AQMP for
control measure MOB-03. After considering the results of that year-long process, in May 2018,
the Governing Board directed staff to initiate rulemaking for a warehouse Indirect Source Rule
(ISR),® namely Proposed Rule (PR) 2305 and PR 316.

Other South Coast AQMD Air Quality Plans
The South Coast AQMD Governing Board has approved several other plans since adoption of the
AQMP that would also benefit from adoption of PR 2305 and PR 316. These include the
Contingency Measure Plan for the 1997 8-hour Ozone Standard’, and multiple Community
Emission Reduction Plans (CERPs) prepared pursuant to Assembly Bill (AB) 617.

The Contingency Measure Plan describes the measures that must be implemented to meet the 2023
attainment deadline for the federal ozone standard. This plan lays out in greater detail many of the
strategies included in the 2016 AQMP, in particular for the Further Deployment Measures. With
the approval of this plan, the South Coast AQMD Governing Board committed to achieving
between 14.4 and 16.4 tons per day of NOx reductions by 2023.8

Assembly Bill (AB) 617 is a program established to address the disproportionate burden of air
pollution on environmental justice communities, by providing funding and enabling selected
communities to shape the actions to reduce emissions. In December 2018, CARB approved the
South Coast AQMD Year 1 admission of the communities of San Bernardino/Muscoy, East Los
Angeles/Boyle Heights/West Commerce, and Wilmington/Carson/West Long Beach into the AB
617 Program. These AB 617 Year 1 communities established Community Steering Committees
(CSCs) to work on the development of CERPs to serve as a road map on how to address each
respective community’s air quality concerns, and in September 2019, the South Coast AQMD
Governing Board adopted the AB 617 CERPs. All three of the South Coast AQMD Year 1 AB
617 communities requested that a warehouse ISR be developed due to their concerns regarding air

5> Presentation materials from this process are available here: http://www.agmd.gov/home/air-quality/clean-air-
plans/air-guality-mgt-plan/facility-based-mobile-source-measures/fomsm-mitngs

5 http://www.agmd.gov/docs/default-source/Agendas/Governing-Board/2018/2018-may4-032.pdf
http://www.agmd.gov/docs/default-source/Agendas/Governing-Board/2018/2018-jun1-001.pdf

7 http://www.agmd.gov/docs/default-source/planning/1997-0zone-contingency-measure-plan/1997-8-hour-ozone-
draft-contingency-measure-plan---120619.pdf

8 http://www.agmd.gov/docs/default-source/Agendas/Governing-Board/2019/2019-dec6-028.pdf
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pollution impacts from trucks and diesel PM.® Similar to the Year 1 AB 617 communities, the
Year 2 AB 617 community of South East Los Angeles also included in their CERP a request for
continued development of the warehouse ISR to reduce emissions in their community.°

State Goals
Several state goals have focused on the need to accelerate the adoption of lower emission
technologies, in particular Zero Emissions (ZE) vehicles. Two notable examples include CARB’s
Draft Mobile Source Strategy (MSS)!* and a recent executive order from the governor.?

CARB’s Draft MSS is an integrated planning effort designed to meet state goals for criteria
pollutants, greenhouse gases, and toxics. One of the key conclusions from this analysis is that a
significant portion of the existing mobile source fleet (trucks, cars, off-road equipment, etc.) will
need to convert to ZE technologies quickly to meet multiple state goals, including attainment of
federal air quality standards. While some strategies like the recently adopted Advanced Clean
Trucks (ACT) regulation®® have been more clearly defined in the Draft MSS and through CARB
rulemaking efforts, other strategies are still undefined and rely on unspecified “accelerated
turnover” to ZE technologies, including for emissions sources associated with warehouses, such
as trucks and cargo handling equipment. Further, in September 2020, the governor of California
signed an executive order directing state agencies to pursue ZE goals for mobile sources. This
includes a goal of a 100% ZE truck fleet by 2045, a 100% ZE drayage truck fleet (trucks that visit
ports and railyards) by 2035, and 100% ZE off-road equipment operations by 2035. Although this
goal sets out potential targets, it does not include any enforceable mechanism and funding
programs and regulations (such as PR 2305) that are needed to achieve the targets.

Public Process
Since the South Coast AQMD Governing Board voted to initiate rulemaking in May 2018, staff
has held 12 working group meetings, presented five updates to the Mobile Source Committee and
two updates to the full South Coast AQMD Governing Board. Written materials include the
Preliminary Draft Staff Report, this Draft Staff Report, three drafts of PR 2305 and two drafts of
PR 316, and three draft technical reports on the WAIRE Menu. Dates for each of these activities
is listed in Table 1.

9 http://www.agmd.gov/docs/default-source/ab-617-ab-134/steering-committees/san-bernardino/cerp/carb-
submittal/final-cerp.pdf
http://www.agmd.gov/docs/default-source/ab-617-ab-134/steering-committees/east-la/cerp/carb-submittal/final-

cerp.pdf
http://www.agmd.gov/docs/default-source/ab-617-ab-134/steering-committees/wilmington/cerp/final-cerp-

wewlb.pdf
10 http://www.agmd.gov/docs/default-source/ab-617-ab-134/steering-committees/southeast-los-angeles/draft-cerp-

5b-trucks.pdf
1 https://ww2.arb.ca.gov/resources/documents/2020-mobile-source-strategy

12 https://www.gov.ca.gov/wp-content/uploads/2020/09/9.23.20-EOQ-N-79-20-text.pdf
13 https://ww2.arb.ca.gov/our-work/programs/advanced-clean-trucks
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Table 1: Dates of Key Public Process Activities Prior to Release of Draft Staff Report

Activity Dates

Working Group Meetings Aug. 23, 2019; Sept. 19, 2019; Nov. 13, 2019; Dec. 10, 2019;

Aug. 1, 2018; Aug. 23, 2018; Oct. 24, 2018; Mar. 22, 2019;

Mar. 3, 2020; Oct. 9, 2020; Oct. 30, 2020; Dec. 17, 2020

Public Workshop & Community | Feb. 16, 2021, Feb. 17, 2021
Meeting

Mobile Source Committee Updates | Nov. 16, 2018; Feb. 15, 2019; Sept. 20, 2019; Jan. 24, 2020;

Feb. 19, 2021

Governing Board Updates Sept. 7, 2018; Mar. 1, 2019

Draft WAIRE Menu Technical
Document and Calculator

Mar. 3, 2020 ; Jan. 15, 2021

Draft Rule Language Nov. 10, 2019; Oct. 9 2020; Jan. 15, 2021
CEQA Notice of Preparation Nov. 13, 2020

CEQA Draft Environmental | Jan. 20, 2021

Assessment

The following potential options for reducing emissions from warehouses were discussed in the
Warehouse ISR Working Group:

Facility Caps: Allow emissions at each warehouse distribution center to be capped so each
warehouse distribution center would have the flexibility to individually determine how to
reduce emissions.

Local Government Measures: Local governments may decide to tailor emission reduction
strategies to address local needs (e.g., through their land use authority).

Clean Fleets Crediting/Banking Program: Allow clean fleets to generate credits that would
be managed through a bank while requiring ISR facilities to regularly purchase and apply
the credits to offset emissions from individual warehouse distribution centers.

Voluntary Fleet Certification Program: Allow fleet owners to certify their fleets are cleaner
than what would otherwise be required by CARB regulations while requiring facilities to
use a prescribed amount of certified fleets.

Best Management Practices (BMPs):- Allow facilities to choose from an assortment of
BMPs such as utilizing ZE or NZE equipment on site, and/or installing ZE/NZE fueling
and charging infrastructure, or solar energy storage.

Mitigation Fees:- Allow facilities to pay mitigation fees if other options are not chosen and
apply collected funds to subsidize the purchase and use of ZE/NZE equipment or the
installation of fueling/charging infrastructure.

Of these options, only the Best Management Practices (now the WAIRE Menu and Custom
WAIRE Plan option) and the Mitigation Fee options have been carried forward to PR 2305. These
options were found to be the least administratively burdensome for facilities and South Coast
AQMD compliance staff and ensured that emission reductions would be focused in the
communities near warehouses. The menu-based approach is similar to other rules that allow
multiple options of compliance, such as South Coast AQMD Rule 2202 - On-Road Motor Vehicle
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Mitigation Options* that focuses on reducing emissions from employee commutes, Rule 403 —
Fugitive Dust®® that focuses on reducing particulate matter emissions from activities like earth
moving. Both rules allow multiple options to comply with overall requirements in each rule.
PR 2305 will also include a points-based system that is similar to programs widely used in South
Coast AQMD’s jurisdiction for development projects including LEED for green building design,*®
and San Bernardino’s Greenhouse Gas Reduction Plan!’. Both programs assign points based on
actions taken from a menu, and assign a rating based on the total number of points earned. PR 2305
will take a similar approach to these successful programs (and additionally includes many menu
items that can be used in LEED and San Bernardino’s GHG Reduction Plan). PR 2305 and PR 316
are described in greater detail in Chapter 2.

EMISSIONS INVENTORY OF PR 2305 WAREHOUSES

The sources of emissions associated with warehouses include the trucks that deliver goods to and
from the facilities, yard trucks located at warehouses that move trailers, transport refrigeration
units (TRUSs) located on trucks and trailers that keep cargo, like food, cold, and the passenger
vehicles for warehouse employees. Additional emissions sources can include onsite stationary
equipment (e.g., diesel backup generators or manufacturing equipment), and emissions from power
plants that provide electricity for the warehouse — though these sources have not been included in
the baseline emissions inventory. Most of these vehicles are diesel powered, except for passenger
vehicles which are typically gasoline powered.

The emissions inventory established in the 2016 AQMP provides a platform from which to develop
a baseline inventory for the universe of warehouses that would be subject to PR 2305 and PR 316.
However, there are several developments that have occurred since the approval of the 2016 AQMP.
First, the on-road mobile emissions inventory developed by CARB that was used in the 2016
AQMP is EMFAC 2014. However, a newer version of that model has since been approved by U.S.
EPA (EMFAC 2017) with updated emission rates. Second, the CARB Board has approved two
key regulations that will affect trucks that travel to warehouses called the Advanced Clean Trucks
regulation?® and the Low NOx Omnibus regulation.’® Finally, CARB and U.S. EPA are continuing
to develop additional regulations, but many are too speculative to consider at their current level of
development. One future regulation, the Heavy-Duty Inspection and Maintenance (I/M)
regulation,?® is considered here as there is statutory direction for CARB to develop and adopt it*!
and the regulation has been developed sufficiently to provide a preliminary quantification of the
impact. The emissions data from these more recent regulations are included either in the META
tool that CARB developed to support their Draft Mobile Source Strategy, and/or within the
documentation that CARB has prepared for each regulation. The key data parameters and the
associated data sources are listed in Table 2 below.

14 http://www.agmd.gov/docs/default-source/rule-book/reg-xxii/rule-2202.pdf

15 http://www.agmd.gov/docs/default-source/rule-book/rule-iv/rule-403.pdf

16 https://www.usgbc.org/leed

17 http://www.sbcounty.gov/Uploads/lus/GreenhouseGas/Final GHGUpdate.pdf

18 1pid.

19 https://ww2.arb.ca.gov/our-work/programs/heavy-duty-low-nox

20 https://ww2.arb.ca.gov/our-work/programs/heavy-duty-inspection-and-maintenance-program

21 Senate Bill 210, http:/leginfo.legislature.ca.gov/faces/billNavClient.xhtml?bill _id=201920200SB210
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Table 2: Key Data Sources Used for PR 2305 Emissions Inventory

Parameter

Data Sources

Data Availability

Warehouse Populations and
Square Footage??

CoStar, Dun & Bradstreet,
InfoUSA, Leonard’s Guide,
Google Earth

WWW.costar.com
www.dnb.com,
www.dataaxleusa.com,
www.leonardsguide.com,
www.google.com/earth

Truck Emission Rates

EMFAC 2017, CARB META
Tool

https://arb.ca.gov/emfac/2017/,
ww2.arb.ca.gov/resources/docume
nts/2020-mobile-source-strategy

Institute of Transportation
Engineers, 2016. High-Cube

www.ite.org/pub/?id=a3e6679a%
2De3a8%2Dbf38%2D7f29%2D29

Truck and Car Trip Rates 61becdd498

Warehouse Vehicle Trip
Generation Analysis
SCAG 2016 Regional
Transportation Plan

https://scag.ca.gov/resources-
prior-plans

https://ww?2.arb.ca.gov/our-
work/programs/transport-
refrigeration-unit/tru-meetings-
workshops
WWW.POWErsSYS.com

https://ww2.arb.ca.qgov/quidelines-

carl-moyer,
https://ww2.arb.ca.gov/rulemaking

[2020/hdomnibuslownox

Truck and Car Trip Lengths

TRU Populations and
Emissions Rates

CARB TRU rulemaking
analysis

Yard Truck Populations Power Systems Research

CARB Carl Moyer
Guidelines, CARB Low NOx
Omnibus rulemaking analysis

Yard Truck Emission Rates

The NOx and diesel PM baseline emissions in the South Coast AQMD associated with warehouses
in key milestone years is shown in Table 3 below. As seen in this table, heavy duty trucks are the
largest source of emissions, comprising more than 90% of the total PR 2305 inventory.

Table 3: PR 2305 Warehouse NOx and Diesel PM EmissionsZ (tons per day)
Emission 2019 2023 2031
Source NOx | DPM NOx DPM NOXx DPM
Heavy
Duty 41.67 | 0.67 | 24:4720.20 | 0.148 | 24.7816.81 | 0.127
Trucks
Passenger | 4114 | 02 0.70 0.02 0.39 0.01
Vehicles
TRUs 1.82 | 0.08 1.64 0.07 1.61 0.06
Yard 0.09 | 0.003| 009 | 0003 | 008 0.003
Trucks
Total 44,72 | 0.774 | 26-:8922.61 | 0.2370 | 26-8618.89 | 0.192246

22 Additional details regarding the universe of PR 2305 warehouses is described in Chapter 3 and Appendix A.

2 Baseline emissions estimates for 2023 and 2031 are lower than previous estimates. The primary difference here is
how CARB’s Heavy Duty I&M regulations is included. Previous drafts included Heavy Duty I&M in the emission
reductions, but not in the baseline inventory.

Proposed Rules 2305 and 316 13

April 2021


http://www.costar.com/
http://www.dnb.com/
http://www.dataaxleusa.com/
http://www.leonardsguide.com/
http://www.google.com/earth
https://arb.ca.gov/emfac/2017/
file:///C:/Users/IMacmillan/AppData/Roaming/Microsoft/Word/ww2.arb.ca.gov/resources/documents/2020-mobile-source-strategy
file:///C:/Users/IMacmillan/AppData/Roaming/Microsoft/Word/ww2.arb.ca.gov/resources/documents/2020-mobile-source-strategy
http://www.ite.org/pub/?id=a3e6679a%2De3a8%2Dbf38%2D7f29%2D2961becdd498
http://www.ite.org/pub/?id=a3e6679a%2De3a8%2Dbf38%2D7f29%2D2961becdd498
http://www.ite.org/pub/?id=a3e6679a%2De3a8%2Dbf38%2D7f29%2D2961becdd498
https://scag.ca.gov/resources-prior-plans
https://scag.ca.gov/resources-prior-plans
https://ww2.arb.ca.gov/our-work/programs/transport-refrigeration-unit/tru-meetings-workshops
https://ww2.arb.ca.gov/our-work/programs/transport-refrigeration-unit/tru-meetings-workshops
https://ww2.arb.ca.gov/our-work/programs/transport-refrigeration-unit/tru-meetings-workshops
https://ww2.arb.ca.gov/our-work/programs/transport-refrigeration-unit/tru-meetings-workshops
http://www.powersys.com/
https://ww2.arb.ca.gov/guidelines-carl-moyer
https://ww2.arb.ca.gov/guidelines-carl-moyer
https://ww2.arb.ca.gov/rulemaking/2020/hdomnibuslownox
https://ww2.arb.ca.gov/rulemaking/2020/hdomnibuslownox

Second Draft Staff Report Chapter 1: Background

AIR QUALITY NEED

There are six key reasons why PR 2305 and PR 316 are needed. First and foremost, the SCAB
region continues to experience ozone and fine particulate matter levels that exceed federal air
quality standards. This poor air quality is among the worst, if not the worst in the nation.?*
Attaining the air quality standards yields monetized health benefits that are estimated to be about
$173 billion.2> NOXx is the primary pollutant that needs to be reduced to meet federal air quality
standards, and mobile sources associated with goods movement make up about 52% of all NOx
emissions in the SCAB.% Trucks are the largest source of NOx emissions in the air basin and also
for the emissions associated with warehouses. Any diesel PM reductions brought about by PR
2305 and PR 316 will also help meet federal air quality standards for fine PM. PR 2305 and PR
316 would reduce emissions from the goods movement sector by requiring warehouse operators
to take actions to reduce emissions directly or through facilitating emissions reductions.

Second, existing regulations are not sufficient to meet either the 2023 or 2031 attainment dates.
Even newly proposed regulations from CARB and U.S. EPA (as shown in CARB’s Draft MSS)
will not be able to meet these air quality standards on their own, and additional actions are needed.
No single regulation could achieve federal air quality standards on its own, including PR 2305 and
PR 316. However, these proposed rules are designed to contribute their own additional emissions
reductions and enhance emission reductions from other programs, and are part of the collection of
actions needed to meet air quality standards.

Third, the 2016 AQMP estimated that at least $1 billion per year in incentive funding to clean up
vehicle and engine fleets would be needed — absent any further regulations — to meet the 2023 and
2031 attainment dates. Although incentive funding has increased, reaching between about $100 to
$200 million per year over the past few years,?’ it has not reached a level sufficient to turn over
enough vehicles to meet air quality standards. Many incentive programs are oversubscribed,?® with
demand far exceeding funding availability. However, some programs are undersubscribed.?®
PR 2305 and PR 316 are designed to work with existing and future incentive programs, and can
help encourage greater levels of incentive funding and encourage applicants to apply for funding.
The regulatory requirements in PR 2305 and PR 316 are expected to increase industry’s interest in
incentive programs in order to reduce the cost of compliance. This can help ensure that all incentive
funds are spent and can potentially spread incentives to a broader segment of industry if more
recipients sign up for funding. Finally, much of the incentive funding that South Coast AQMD
distributes is allocated annually as part of the state legislature’s budgetary process. A regulatory
requirement may increase the request for funding from the legislature by many stakeholders, which
has the potential to further increase the amount of funding available and reducing the cost of
compliance to industry.

24 https://www.stateoftheair.org/assets/SOTA-2020.pdf

25 http://www.agmd.gov/docs/default-source/clean-air-plans/socioeconomic-analysis/final/sociofinal _030817.pdf
26 https://scag.ca.gov/sites/main/files/file-attachments/0903fconnectsocal _goods-movement.pdf?1606001690

27 http://www.agmd.gov/docs/default-source/planning/1997-ozone-contingency-measure-plan/1997-8-hour-ozone-
draft-contingency-measure-plan---120619.pdf

2 hitp://www.agmd.gov/docs/default-source/Agendas/Technology/technology-committee-agenda-12-18-

20.pdf#page=6
2 http://www.agmd.gov/docs/default-source/Agendas/Governing-Board/2020/2020-dec4-005.pdf
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A fourth air quality need for PR 2305 and PR 316 is to support statewide efforts to increase the
number of ZE vehicles. There are many actions occurring across state government to increase the
use of ZE vehicles to satisfy many goals, including meeting federal and state air quality standards,
reducing toxics and greenhouse gas emissions, encouraging manufacturing of ZE vehicles in the
state, reducing the dependence on fossil fuels and the related impacts from extracting and
producing these fuels, etc.3® The South Coast AQMD is uniquely positioned to contribute to this
effort with its authority to regulate indirect sources. PR 2305 and PR 316 provide a mechanism to
require warehouse operators to encourage ZE vehicle use at their facilities as one of many options
of compliance.

A fifth air quality need is to ensure that state actions to require cleaner vehicles actually occur in
the South Coast AQMD region. The recent ACT and Low NOx Omnibus regulations assume a
certain amount of new truck sales every year, and also assume that the activity of those newer,
cleaner trucks will occur consistent with past behavior as demonstrated in EMFAC. However, the
nature of those two regulations ensures that lower emissions occur only if trucks are sold. It does
not require any certain number of trucks to be sold, or to operate within the South Coast AQMD.3!
Similarly, the upcoming TRU regulation is expected to have requirements for newly manufactured
trailer TRUs to meet lower PM standards, yet will not mandate that fleets purchase them, nor will
it direct sales in certain parts of the state.

For comparison, CARB mandates a certain percentage of light duty vehicle sales to be zero
emission vehicles (ZEVS) or plug-in hybrid electric vehicles (PHEVs)* as part of its Advanced
Clean Cars (ACC) regulation.3* CARB has reported that all vehicle manufacturers subject to ACC
are in compliance as of 2019.%° However, the distribution of ZEVs and PHEVs throughout the
state does not coincide with the areas with highest air pollution. Figure 3 shows county-level
median Air Quality Index (AQI)* compared with the percent of the light duty vehicle population
that is ZEV or PHEV®’. This figure shows that three of the four counties in the South Coast AQMD
jurisdiction have the highest AQI in the state, and that ZEVs and PHEVs are not preferentially
located in areas with higher AQI.*® PR 2305 and PR 316 would place requirements on warehouse

30 hitps://static.business.ca.gov/wp-content/uploads/2019/12/2018-ZEV-Action-Plan-Priorities-Update.pdf,
https://www.gov.ca.gov/wp-content/uploads/2020/09/9.23.20-EOQ-N-79-20-text.pdf,
https://www.ca.gov/archive/qov39/2012/03/23/news17472/index.html,
https://www.ca.qgov/archive/qov39/2018/01/26/governor-brown-takes-action-to-increase-zero-emission-vehicles-
fund-new-climate-investments/index.html, https://www.ca.qgov/archive/gov39/wp-content/uploads/2018/09/9.10.18-
Executive-Order.pdf

31 Neither of these regulations impose any requirements on trucks registered out of state. Warehouse operators would
have the choice to use ZE or NZE technologies for out of state trucks too.

32 hitps://ww2.arb.ca.gov/our-work/programs/transport-refrigeration-unit/new-transport-refrigeration-unit-regulation
33 ZEVs and PHEVs have lower tailpipe emissions than their conventional gasoline or diesel counterparts as they can
run wholly or at least partially without using an internal combustion engine.

34 https://ww2.arb.ca.gov/our-work/programs/advanced-clean-cars-program

35 https://ww2.arb.ca.gov/sites/default/files/2020-10/2019 zev credit_annual disclosure.pdf

3 Air Quality Index is an indicator of overall air quality and considers all criteria air pollutants measured within a
geographic area. Higher values indicate worse air quality.
https://www.epa.gov/outdoor-air-quality-data/air-quality-index-report

87 https://www.energy.ca.gov/files/zev-and-infrastructure-stats-data

38 Of the 59 counties in California, Orange County ranks 6" in ZEV and PHEV share, Los Angeles County ranks 10,
Riverside County ranks 23", and San Bernardino County ranks 26™.

Proposed Rules 2305 and 316 15 April 2021



https://static.business.ca.gov/wp-content/uploads/2019/12/2018-ZEV-Action-Plan-Priorities-Update.pdf
https://www.gov.ca.gov/wp-content/uploads/2020/09/9.23.20-EO-N-79-20-text.pdf
https://www.ca.gov/archive/gov39/2012/03/23/news17472/index.html
https://www.ca.gov/archive/gov39/2018/01/26/governor-brown-takes-action-to-increase-zero-emission-vehicles-fund-new-climate-investments/index.html
https://www.ca.gov/archive/gov39/2018/01/26/governor-brown-takes-action-to-increase-zero-emission-vehicles-fund-new-climate-investments/index.html
https://www.ca.gov/archive/gov39/wp-content/uploads/2018/09/9.10.18-Executive-Order.pdf
https://www.ca.gov/archive/gov39/wp-content/uploads/2018/09/9.10.18-Executive-Order.pdf
https://ww2.arb.ca.gov/our-work/programs/transport-refrigeration-unit/new-transport-refrigeration-unit-regulation
https://ww2.arb.ca.gov/our-work/programs/advanced-clean-cars-program
https://ww2.arb.ca.gov/sites/default/files/2020-10/2019_zev_credit_annual_disclosure.pdf
https://www.epa.gov/outdoor-air-quality-data/air-quality-index-report
https://www.energy.ca.gov/files/zev-and-infrastructure-stats-data

Second Draft Staff Report Chapter 1: Background

operators in South Coast AQMD that will encourage them to ensure that the potential benefits
from statewide regulations occur here.

Figure 3: County-Level Median Air Quality Index vs. ZEV & PHEV Percent of
Light-Duty Vehicle Population in 2019
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Finally, in addition to contributing to regional pollution that exceeds federal and state air quality
standards, warehouses are also associated with important localized health effects from air
pollution. Communities have repeatedly expressed concern about these impacts, including through
the AB 617 process. In particular, diesel fueled vehicles and equipment like on-road trucks, off-
road yard trucks, and TRUs emit diesel PM, a pollutant designated as a carcinogen by the state of
California.®® Diesel PM contains many pollutants (e.g., benzene, acetaldehyde, etc.) which are
also recognized federally as hazardous air pollutants.*®  As seen in Figure 4 below, an analysis of
communities in South Coast AQMD shows that those living within 0.5 miles of a PR 2305
warehouse rank in the 80" percentile according to CalEnviroScreen*!, whereas the average

% https://ww2.arb.ca.gov/sites/default/files/classic/toxics/dieseltac/finexsum.pdf

40 https://www.epa.gov/haps/initial-list-hazardous-air-pollutants-modifications

1 The state Office of Environmental Health Hazard Assessment (OEHHA) has developed a tool to evaluate the
environmental burden on communities throughout the state called CalEnviroScreen
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community in South Coast AQMD has much less burden ranking in the 61° percentile. PR 2305
and PR 316 would reduce this local pollution burden by requiring warehouse operators to take
actions to reduce emissions and exposures from trucks and other emission sources associated with
their facility (e.g., through NZE/ZE truck use, filters, etc.), as well as take actions to facilitate (e.g.,
ZE infrastructure) and enhance emission reductions from other programs (e.g., incentive programs,
CARSB regulations, etc.).

Figure 4. Environmental Burden on Communities Near PR 2305 Warehouses as
Demonstrated by CalEnviroScreen
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(https://oehha.ca.gov/calenviroscreen). This tool ranks communities based on their pollution burden (e.g., air
pollution levels), as well as community characteristics that can make them more susceptible to impacts from
pollution (e.g., socioeconomic status). Communities are given a percentile score (out of 100%) to show how they
compare with the rest of the state — higher scores mean they experience higher burden.
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LEGAL AUTHORITY

The South Coast AQMD may adopt PR 2305 and PR 316 through the authority to “adopt and
enforce rules and regulations to achieve the state and federal ambient air quality standards in all
areas affected by emission sources under their jurisdiction...” (Health and Safety Code section
40001; see also section 40702.) Generally, CARB has primary authority over emissions from
motor vehicles and the South Coast AQMD has primary authority over all sources in the basin,
except motor vehicles. (Health and Safety Code section 40000.) However, Health and Safety Code
section 40716 recognizes air districts may adopt and implement regulations that control emissions
from indirect and areawide sources in order to meet state ambient air quality standards.

The key pollutants of interest for PR 2305 include nitrogen oxides (NOX, a key precursor pollutant
for ozone and fine PM) and diesel PM (a component of fine PM, and a toxic air contaminant). The
South Coast AQMD is in nonattainment of the California Ambient Air Quality Standards
(CAAQS) for both ozone and fine PM, referred to as PM 2.5. Notably, for ozone, the current 8-
Hour CAAQS and the 2015 8-hour NAAQS are at an equivalent level and for PM 2.5, the current
annual CAAQS and the 2012 annual NAAQS are also at an equivalent level. As a result, the South
Coast AQMD relies on the same measures to meet both federal and state ozone and PM 2.5
standards.

In addition, the Clean Air Act allows a state to include “...as part of an applicable [state]
implementation plan, an indirect source review program which the State chooses to adopt and
submit as part of its plan.” (Clean Air Act section 110(a)(5)(A)(1); 42 U.S.C. §7410(a)(5)(A)(i).)
An indirect source is defined as “...a facility, building, structure, installation, real property, road,
or highway which attracts, or may attract, mobile sources of pollution.” (Clean Air Act section
110(a)(5)(C); 42 U.S.C. 87410(a)(5)(C).) Also, the Clean Air Act acknowledges that states and
their subdivisions have the right to “adopt or enforce any standard or limitation respecting
emissions of air pollutants” and also “any requirement respecting control or abatement of air
pollution” so long as it is not less stringent than a federal requirement. (Clean Air Act section 116;
42 U.S.C. § 7416.)

The South Coast AQMD Governing Board approved the 2016 Air Quality Management Plan (2016
AQMP) in March of 2017. The 2016 AQMP was subsequently approved by CARB, included into
the State Implementation Plan (SIP), and approved by U.S. EPA in 2019. The 2016 AQMP
included MOB-03, a facility-based mobile source control measure to reduce mobile source
emissions associated with warehouse distribution centers, which has resulted in PR 2305 and
PR 316.

By approving MOB-03 into the 2016 AQMP, the South Coast AQMD and CARB have committed
to, and the U.S. EPA has authorized, the development of an indirect source rule to achieve emission
reductions from mobile sources attributed to warehouse activities, in order to assist attaining the
federal ozone NAAQS in 2023 and 2031. While MOB-03 was adopted as part of the NOx
emissions reduction strategy for ozone, the 2016 AQMP also recognized that the “NOx strategy
will assist in meeting the annual PM 2.5 as “expeditiously as practicable” earlier than the
attainment year of 2025.” (2016 AQMP, pg. 4-52.)
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Initially, the South Coast AQMD Governing Board authorized a one-year public process to
identify if MOB-03 could be achieved through voluntary or regulatory measures, and then
ultimately determined, in May of 2018, that staff should pursue a regulatory approach.

A California Attorney General Opinion from 1993 determined that a district could
adopt a regulation to,

“...require the developer of an indirect source to submit the plans to the district for
review and comment prior to the issuance of a permit for construction by a city or
county. A district may also require the owner of an indirect source to adopt
reasonable post-construction measures to mitigate particular indirect effects of the
facility’s operation.”

The opinion acknowledged a district may adopt a regulation requiring new and existing indirect
sources to submit plans to the district to mitigate mobile indirect source emissions from both
construction and operations that are attributed to the source. The Clean Air Act does not contain
any prohibition on the scope of an Indirect Source Rule adopted by a state, as confirmed by the
opinion and Health and Safety Code section 40716, and a state indirect source rule may include
reasonable post-construction measures. The opinion further acknowledged that under Health and
Safety Code section 42311, the district could adopt a regulation to collect fees to recover the costs
associated with the indirect source review program. A similarly worded section, Health and Safety
Code section 40522.5, specifically authorizes the South Coast AQMD to collect fees to recover
costs associated with regulatory programs for areawide or indirect sources. These are the types of
fees contemplated by PR 316.

Implementation of PR 2305 and PR 316 will also meet the requirement for districts in extreme
nonattainment to consider all feasible measures that have been implemented in other areas in order
to meet state standards. (Health and Safety Code section 40920.5(c).) While the term “feasible”
is not defined in the Health and Safety Code, it is defined in another state regulation as “capable
of being accomplished in a successful manner within a reasonable period of time, taking into
account economic, environmental, legal, social, and technological factors.” (14 California Code of
Regulations section 15364.)

There are several examples of indirect source rules that have already been adopted in California.
For example, the San Joaquin Valley Unified Air Pollution Control District adopted Rule 9510,
which requires new development projects that meet certain specifications to reduce emissions of
PM 10 and NOx. In addition, indirect source programs have been implemented by Mendocino
County AQMD, Great Basin Unified APCD, Colusa County APCD, Placer Court APCD, Imperial
County APCD, and Shasta County AQMD. As several California air districts have already
adopted and implemented indirect source rules, policies, and/or the collection of reduction fees,
this type of measure has been shown in a variety of areas to be “feasible.” Furthermore, the
authority for air districts to set emission reduction targets from indirect sources was confirmed by
the court in NAHB v. San Joaquin Valley UAPCD (9th Cir. 2010) 627 F.3d 730.
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Health and Safety Code section 40717 further requires districts to “adopt, implement, and enforce
transportation control measures for the attainment of state or federal ambient air quality
standards....” The section defines transportation control measures as “any strategy to reduce
vehicle trips, vehicle use, vehicle miles traveled, vehicle idling, or traffic congestion for the
purpose of reducing motor vehicle emissions.” (Health and Safety Code section 40717 (g).)
PR 2305 will encourage facilities to reduce motor vehicle emissions by requiring fewer points
from facilities that are able to employ certain transportation control measures, such as fewer truck
trips (with additional subsequent reduced vehicle idling).

In addition to the above provisions, the South Coast AQMD may adopt rules or regulations that
require “the owner or the operator of any air pollution emission source to take such action as the
state board or the district may determine to be reasonable for the determination of the amount of
such emission from such source.” (Health and Safety Code section 41511.) Even more
specifically, under Health and Safety Code section 40701(g), the South Coast AQMD is authorized
to collect information regarding a source, “...except a noncommercial vehicular source, to provide
(1) a description of the source, and (2) disclosure of the data necessary to estimate the emissions
of pollutants for which ambient air quality standards have been adopted, or their precursor
pollutants....” These sections of the Health and Safety Code therefore authorize the South Coast
AQMD to require owners and operators of warehouses to provide information that may be used to
quantify emissions based on warehouse activity.

Programs reducing emissions of precursors to ozone and PM 2.5 for purposes of achieving and
maintaining the NAAQS or CAAQS may also have concurrent benefits in reducing emissions of
air toxics. The district may adopt rules to reduce emissions from sources that may affect public
health. One of the duties imposed upon the district is the duty to enforce Health and Safety Code
section 41700. That section provides:

“Except as otherwise provided in section 41705, no person shall discharge from
any source whatsoever such quantities of air contaminants or other material which
cause injury, detriment, nuisance or annoyance to any considerable number of
persons or to the public, or which endanger the comfort, repose, health or safety of
any such persons or the public, or which cause, or have a natural tendency to cause,
injury or damage to business or property.”

Accordingly, the South Coast AQMD may adopt regulations to prevent the potential health
impacts from toxic air contaminants, including diesel PM, as well as to reduce the emissions of
criteria air pollutants. The California Supreme Court has upheld the districts’ authority to regulate
air toxic emissions from sources within their jurisdiction. (Western Oil & Gas Assoc. v. Monterey
Bay Unified Air Pollution Control Dist. (1989) 49 Cal.3d 408.)
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INTRODUCTION

Proposed Rule (PR) 2305 — Warehouse Indirect Source Rule — Warehouse Actions and
Investments to Reduce Emissions (WAIRE) Program includes the requirements that regulated
warehouse owners and operators must follow. These requirements include an obligation for
applicable warehouse operators to earn a specified number of WAIRE Points every year using
either a menu of options, developing and implementing a custom plan, or paying a mitigation fee.
Warehouse operators that over-comply may transfer excess WAIRE Points earned in one year to
a subsequent year or may transfer WAIRE Points to another site within their control. If they so
choose, warehouse owners may also opt in and earn WAIRE Points and transfer them to an
operator at that site. PR 2305 also requires reporting information about facility operations and
recordkeeping. PR 316 is the companion rule to PR 2305 and establishes the administrative fees
that PR 2305 warehouse owners and operators must pay to support South Coast AQMD
compliance activities.

PROPOSED RULE 2305
Purpose — Subdivision (a)

The purpose of the proposed rule is to reduce local and regional emissions of NOx and PM
associated with warehouses in order to assist in meeting state and federal air quality standards.
Actions required by PR 2305 can also work together with other regulations, incentive programs,
and state policies to enhance their effect (e.g., clean air goals and zero emission vehicle goals). PR
2305 therefore also acts as a facilitating measure to achieve emission reductions from these other
efforts. Reductions in NOx and PM regionally will assist in meeting federal and state air quality
standards, and concurrent reductions in diesel PM will also reduce air quality impacts to
communities living near warehouses.

The proposed purpose is as follows:
The purpose of this rule is to reduce local and regional emissions of nitrogen oxides and
particulate matter, and to facilitate local and regional emission reductions associated with
warehouses, in order to assist in meeting state and federal air quality standards for ozone
and fine particulate matter.

Applicability- Subdivision (b)

In 2014, there were approximately 32,000 industrial warehouse buildings of any size in the
counties of Los Angeles, Orange, Riverside, and San Bernardino counties. PR 2305 will apply
only to the largest facilities in South Coast AQMD that have more than 100,000 square feet of
indoor space in a single building. Warehouse owners often do not conduct day-to-day operations,
and thus PR 2305 applies to both operators and owners of these facilities, however most
requirements do not apply to owners unless they opt in (see Requirements discussion below). Some
large industrial properties may also have buildings that exceed the 100,000 square foot threshold,
but do not conduct any warehousing activities (e.g., they may conduct manufacturing instead).
Finally, some facilities may have tenants that change through time. One year may include a tenant
operating a facility as a church, and the next year a new tenant may change to a warehouse operator.
The applicability of the rule is therefore tied to buildings that may be used for warehousing
activities, however only limited reporting is required by PR 2305 if warehousing activities are not
actually occurring.
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The proposed applicability is as follows:

This rule applies to owners and operators of warehouses located in the South Coast Air Quality
Management District (South Coast AQMD) jurisdiction with greater than or equal to 100,000
square feet of indoor floor space in a single building.

Definitions — Subdivision (c)
PR 2305 includes definitions of specific terms related to the warehousing industry and mobile
source technology. Some definitions are based on existing South Coast AQMD rules and
regulations. There are technology terms such as electric charger levels or technology type that have
range differences in the industry, but at time of inclusion were based on an existing source. Please
refer to PR 2305 subdivision (c) for each specific definition.

Proposed Definitions:
Alternative Energy Generation Equipment Yard Truck
Alternative-Fueled Vehicle Zero-Emission (ZE) Truck
Alternative Fueling Station
Class 2B Truck

Class 3 Truck

Class 4 Truck

Class 5 Truck

Class 6 Truck

Class 7 Truck

Class 8 Truck

Cold Storage Warehouse
Compliance Period

Diesel Particulate Matter (DPM)
Dwell Time

Electric Charger

Fuel Type

MERV 16

Near-Zero Emission (NZE) Trucks
Nitrogen Oxides (NOx)

Parent Company

Straight Truck

Tractor

Transport Refrigeration Unit
Truck Class

Truck Trip

Vehicle Miles Traveled (VMT)
Warehouse

Warehouse Facility

Warehouse Operator
Warehouse Facility Owner
Warehouse Land Owner
Warehouse Size

Warehouse Activities
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Alternative Energy Generation Equipment: Some warehouses already operate solar panels that
generate electricity. This is expected to be the dominant technology for alternative energy
generation equipment at a PR 2305 warehouses. However, other onsite forms of energy generation
may be possible (e.g., windmills). This definition only applies to reporting requirements, and
warehouse operators will be required to specify which type of technology they operate onsite.

Alternative fueled-vehicles and fueling stations: Alternative fuels means fuels for vehicles besides
diesel and gasoline. This is expected to be dominantly natural gas, electricity, and potentially other
fuels like hydrogen or propane. Traditionally alternative-fueled vehicles have lower emissions than
their gasoline and diesel counterparts. However, any requirements in the rule related to vehicle
emissions refer to near-zero emissions or zero-emissions vehicles. These alternative-fuel
definitions only apply to reporting requirements for alternative-fueling stations.

Class 2b to 8 trucks: These definitions use common classifications for trucks based on their gross
vehicle weight rating.*? Truck class refers to these classes.

Cold storage warehouse: These warehouses store perishable goods (e.g., food) and typically have
higher energy use due to onsite refrigeration, higher daily truck trip generation rates due to the
need to move perishable goods quickly, including from trucks that have a transport refrigeration
unit.

Compliance period: This is the 12-month period during which warehouse operators (and
warehouse facility or land owners who opt in) need to earn WAIRE Points. These WAIRE Points
are documented in the Annual WAIRE Report filed within 30 days after the compliance period
ends.

Diesel Particulate Matter (DPM): DPM is the particulate matter that is emitted from diesel fueled
engines that power trucks and equipment. It a component of fine PM, and also a toxic air
contaminant and carcinogen.

Dwell time: This is the period of time that trucks stay parked at a warehouse.

Electric charger: This definition varies in different applications outside PR 2305. For the purposes
of PR 2305, an electric charger is a plug that can be used to charge a vehicle independent of
whether other plugs are operating, and that can operate at 208 Volts or greater. Some electric
charging stations are designed with more than one plug, which can be concurrently attached to
vehicles, however they cannot charge vehicles simultaneously. For example, high powered
charging stations may not be able to deliver multiple high charges at the same time, but a station
operator may not want to dedicate personnel to wait for one plug to finish before plugging in the
next vehicle to charge, so multiple plugs may be plugged into vehicles, and sit idle. The station
would then automatically cycle to the next plug when the first vehicle finishes charging. For
purposes of PR 2305, this station would count as a single electric charger. Alternatively, if multiple
plugs were able to operate simultaneously, then each plug would count as an individual electric
charger.

42 hitps://afdc.energy.gov/data/10380
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Fuel type: This refers to the different types of fuels used in vehicles and equipment.

MERV 16: This is equal to a 95% particulate matter efficiency rating for filters used in building
heating, ventilation, and air conditioning systems as defined in Standard 52.2 from the American
Society of Heating, Refrigerating and Air-Conditioning Engineers. WAIRE Points earned from
the WAIRE Menu for filter system installations or filter replacements in residences, schools,
daycares, hospitals, or community centers must meet this minimum efficiency level. Filters can
reduce indoor exposure to particulate matter.

Near-zero emissions (NZE) trucks: This definition refers to the lowest optional low NOXx standard
for truck engines in Title 13, Section 1956.8 of the California Code of Regulations. This level is
currently set at 0.02 gram/brake horsepower-hour. CARB is proposing to change this standard to
include new test cycles starting in 2024, and additionally lowering the level to as low as 0.01
g/bhp-hr in 2027 as part of its recent Low NOx Omnibus rulemaking. The PR 2305 definition uses
the Section 1956.8 definition, but slightly refines it by pointing to the “lowest non-zero optional
NOx standard applicable at the time of manufacture. This refinement is made to ensure that future
lower standards are not applied to existing trucks who qualified for the near-zero definition at the
time of manufacture.

Nitrogen oxides (NOXx): The definition in PR 2305 is the same definition that is used in South Coast
AQMD Rule 2000.

Parent company: This term refers to the company or entity that owns another company either
directly, or through a subsidiary.

Straight truck: This refers to smaller trucks that carry goods on the same chassis as the cab and
engine. Typical examples include a box truck or a package delivery truck.

Tractor: This refers to larger Class 7 and 8 trucks that pull a trailer, often called “semis.”

Transport Refrigeration Unit (TRU): TRUs are typically diesel-powered refrigeration units
commonly mounted on the front of a trailer near the tractor cab, or on the front of a straight truck
just above the cab. The diesel engine providing power for the TRU is smaller than a truck engine,
but TRUs commonly idle for long periods at a warehouse in order to keep the goods inside the
straight truck or trailer at appropriate temperatures.

Truck trip: A one-way trip from a truck or tractor either from or to a warehouse. A truck entering
a warehouse site, and then later leaving would count as two truck trips, and one truck visit.

Vehicle Miles Travelled (VMT): For PR 2305, this term refers to the total annual miles of travel
made by trucks or tractors. VMT does not need to be tracked to earn any WAIRE Points from the
WAIRE Menu. VMT only needs to be reported by warehouse operators in an Initial Site
Information Report if they own a fleet that serves that warehouse.
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Warehouse and Warehouse Facility: A warehouse refers to the building used to store goods, while
a warehouse facility refers to the entire property that includes a warehouse, as well as the accessory
uses such as the truck yard, parking, maintenance facilities, etc.

Warehouse Facility Owner and Warehouse Land Owner: These terms are separately defined
because there are rare instances where the owner of the land beneath a warehouse facility is not
the same as the owner of the warehouse building. Most parts of PR 2305 do not require anything
of warehouse facility or land owners. However, they can opt in to certain parts of the proposed
rule (e.g., they can opt in to earn WAIRE Points, and then transfer those to a warehouse operator
at that site). In one instance, the Warehouse Operations Notification [see paragraph (d)(7)], there
is a requirement of the warehouse facility owner that is not applicable to the warehouse land owner.

Warehouse Operator: Most of PR 2305 is applicable to the warehouse operator. The operator is
the entity that has control of day-to-day operations at the site. Some operators will hire companies
to take care of day-to-day operations for portions of the site, such as yard operations, or temporary
laborers to load or unload trucks and trailers. In this instance, the warehouse operator is the entity
that hires these companies or temporary laborers.

Warehouse Size: This term refers to the indoor floor space of a warehouse. A warehouse may have
multiple floors, as well as mezzanine areas, used for warehousing activities. For example, a
warehouse building may take up 100,000 square feet of ground area, and have 100,000 square feet
of floor space on the first floor used for warehousing activity, and 50,000 square feet of floor space
on a mezzanine, with 20,000 square feet of the mezzanine used for office space and the remainder
used for warehousing activity. The warehouse size in this case would be 130,000 square feet.

Warehousing Activity: Warehousing activity refers to the activities related to the storage and
distribution of goods. This can include many activities including sorting, labeling, repackaging,
palletizing, applying SKUs, racking, various levels of automation, and other similar activities.
There are also many different activities that can occur within the same building that would not be
considered warehousing activities, including supporting office administration, manufacturing,
vehicle maintenance, or ‘factory’ retail stores that are open to the general public. Standalone retail
stores that are open to the general public are also not covered by PR 2305. These non-warehousing
activities are not considered warehousing activity.

Yard truck: These trucks can be off-road or on-road vehicles and are used to transport trailers short
distances around a warehouse facility, for example from a dock door to parking area. Some yard
trucks also shuttle trailers short distances on roads to nearby warehouses.

Zero Emissions (ZE) truck: This term refers to the definition developed by CARB in its recent
Advanced Clean Trucks regulation.

Requirements — Subdivision (d)
Subdivision (d) establishes the key requirements of the Warehouse Actions and Investments to
Reduce Emissions (WAIRE) Program. This includes establishing the WAIRE Points system,
describing how Points can be earned or transferred, and laying out when specific reports are due.
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Paragraph (d)(1)

This paragraph establishes a WAIRE Points Compliance Obligation (WPCOQO) for warehouse
operators. Warehouse operators must earn WAIRE Points to comply with their WPCO by the
initial reporting date in Table 1 of PR 2305.% Table 1 splits the universe of PR 2305 warehouses
that are anticipated to earn Points into three phases, approximately one third each as shown in
Figure 5 below.

Figure 5: Number of PR 2305 Warehouses Anticipated to Earn Points by Phase

Phase 3, 36% [ > 250,000 sf
[ > 150,000 sf - < 250,000 sf

[] > 100,000 sf - < 150,000 sf

Phase 2, 32%

Paragraph (d)(1) also describes a two-step test to determine if an operator needs to earn Points.
First, operators in warehouses with greater than or equal to 100,000 sg. ft. of space that may be
used for warehousing activities and who use at least 100,000 sg. ft. for warehousing activities are
required to earn Points. Second, if an operator only uses a part of the warehouse, they are only
required to earn Points if they operate at least 50,000 sqg. ft. of that space for warehousing activities.

Paragraph (d)(1) also provides the fundamental calculations to determining the WPCO for each
warehouse operator, including Equation 1 below.

: . _ . A l
Equation 1: WPCO = WATTs X Stringency X (Va"r’z:l‘fle)
The WATTSs parameter (Weighted Annual Truck Trips)** in Equation 1 presents the number of

truck trips by truck class associated with a warehouse, and serves as a proxy for overall warehouse
activity and emissions. Larger Class 8 trucks carry more goods and have higher emissions and are

3 The most recent draft PR 2305 updates the compliance period to match the calendar year from January 1 through
December 31. If PR 2305 is approve in May 2021, then Phase 1 warehouse operators would have more than seven
months to prepare for their first compliance period.

4 A parameter like emissions or vehicle miles travelled is not used to determine the WPCO in order to reduce the
administrative burden on warehouse operators and South Coast AQMD compliance staff. Motor carriers have also
expressed concern that they do not want to reveal where or how far they travel to warehouse operators or South Coast
AQMD in order to keep their clients private.
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thus weighted more heavily than smaller Class 2B to 7 trucks. The value of 2.5 was calculated by
comparing the running exhaust emission rates of different truck classes in EMFAC that typically
visit warehouses (Figure 6 below) for calendar year 2023 (after CARB’s Truck and Bus rule is
fully phased in). The ratio between individual truck classes varies but is approximately 2.5 overall
when comparing Class 8 to Class 2B to 7.

Figure 6: NOx and Diesel PM Emission Rates in 2023 for Different Truck Classes
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EMFAC 2017 Truck Categories

Warehouse operators are required to submit actual truck trip data that is verifiable and
representative of their operations to account for the amount of warehouse activity during the
compliance period. Truck trip counts can be determined and accounted for by various methods
such as warehouse personnel logging truck trips based on once-per month 24-hr long video surveys
(one weekday and one weekend day), automated camera systems with recognition software, truck
driver surveys, contractual records that provide sufficient details for truck activity, telematics
systems, etc. Absent specific information about truck class, operators may simplify the analysis by
just tracking straight trucks (as a proxy for Class 2b to 7) and tractors (as a proxy for Class 8).
Truck trip data must be recorded and maintained, and the records and methods used to collect the
truck trip data must be verifiable by South Coast AQMD compliance staff.

In the very rare case where an operator has lost their truck trip activity records due to a force
majeure event (such as a fire), default truck trip rates based on truck trip generation rates from the
Institute of Transportation Engineers and the Fontana Truck Trip study are also available.*® These

45 http:/library.ite.org/pub/a3e6679a-e3a8-bf38-7f29-2961becdd498
https://tampabayfreight.com/pdfs/Freight%20Library/Fontana%20Truck%20Generation%20Study.pdf
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default Weighted Truck Trip Rates (WTTR) are shown in Table 4 below. Only those trucks that
use a warehouse’s truck driveway must be included. Trucks that utilize the employee parking
driveway for building servicing activities like mail delivery or trash pickup do not need to be
included. Additional discussion of methods to record actual truck trips are provided in the WAIRE
Program Implementation Guidelines (Appendix A).

Table4:  Truck Trip Generation Rates Used for Default WTTR in Case of Loss of
Records due to Force Majeure
Class 8/ Class 2B-7/ .
Tractor-Trailer / ‘Straight’ Trucks / We|ghte(_j
Truck Trip
4+ Axle 2- and 3-Axle Rate (WTTR)
Warehouse Type
(Average daily trips per (Average daily trips per
1,000 sq. ft. of warehouse | 1,000 sq. ft. of warehouse (2.5CI:1 SC;I?E%B -
building area)® building area)®
High Cube Transload &
Short Term Storage 0.33 0.12 0.95
(>200k sf)
Warehouse
(100K — 200K sf) 0.21 0.14 0.67
Cold Storage
(100K sf) 0.75 0.29 2.17

The proposed stringency of PR 2305 in Equation 1 is 0.0025 WAIRE Points per WATT. The
proposed stringency was developed by evaluating 18 different scenarios of potential PR 2305
compliance, described further in Chapter 3. The potential emissions benefits from this scenario
analysis were evaluated alongside the potential costs and impact to industry.

The annual variable in Equation 1 is the ramp up schedule for the PR 2305 stringency. As
proposed, the full stringency of 0.0025 would not be achieved until the third compliance period
for each warehouse. The annual variable in Table 2 of PR 2305 is layered in with the warehouse
Phases. All three Phases will be at full stringency in the fifth compliance period. New warehouses
that are built after PR 2305 would be placed into the appropriate Phase based on warehouse size.
The annual variable is established relative to when PR 2305 is adopted, and does not ‘reset’ for a
new warehouse that is built after rule adoption. For example, a new warehouse built in September
2025 that is 125,000 sf with at least 100,000 sf usable for warehousing activities would need to
submit its first Annual WAIRE Report 30 days after JubyJanuary 1, 2026. Their annual variable
for their first compliance period would be 1.0.

Paragraph (d)(2)

Paragraph (d)(2) provides the three primary options available to earn WAIRE Points. This includes
completing actions from the WAIRE Menu in paragraph (d)(3), completing actions from an
approved Custom WAIRE Plan in paragraph (d)(4), or paying a mitigation fee from paragraph
(d)(5). Points can be earned from any combination of these three options in any compliance period.
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Paragraph (d)(3)

Paragraph (d)(3) and Table 3 include the WAIRE Menu option. The WAIRE Menu itself has 32
different actions or investments that can be completed. Points can be earned from any combination
of Menu actions, at any level of implementation. Points can be earned only if they go beyond
requirements in other U.S. EPA, CARB, or South Coast AQMD regulations- in effect during that
compliance period.** When determining if an action goes beyond requirements from another
regulation, a comparison is made between the regulatory requirement on the entity itself earning
Points (typically the warehouse operator), rather than requirements on a non-PR 2305 entity. For
example, CARB’s ACT regulation requires truck manufacturers to sell a certain fraction of ZE
trucks beginning in 2024. ACT does not apply to any regulated entity covered by PR 2305.
Therefore, a warehouse operator (or warehouse facility or land owner if they opt in) may earn
Points for purchasing a ZE truck, regardless of any requirements in ACT. At this time, there are
no regulations in place that limit what a warehouse operator or owner could implement from the
WAIRE Menu. There is the potential that CARB’s upcoming TRU regulation, its Advanced Clean
Fleets (ACF) regulation, or potentially other regulations could impose requirements on warehouse
operators or owners. Even if a new regulation comes into place that imposes requirements directly
on a warehouse operator or owner, if the action is completed prior to the other regulation’s
mandated timeline, then Points could still be earned under PR 2305. For example, hypothetically
if ACF requires a warehouse operator who owns a fleet to purchase ZE trucks by 2030, but the
operator purchases ZE trucks early in 2029, then they would be able to earn WAIRE Points for
that action in 2029.

Table 3 in PR 2305 includes specific WAIRE Points for each action. Warehouse operators (or
owners who opt in) would earn Points relative to their level of implementation of an action with
the Points associated with each annualized metric in Table 3. The basic equation that needs to be
followed to earn Points from the Menu is shown in Equation 2 below. As an example, if a
warehouse operator demonstrates that they had 520 ZE Class 8 truck visits*’ to their warehouse
during a compliance period, they would earn 72.7 WAIRE Points for that action following the
method below.

Equation 2:

WAIRE Points per Annualized Metric x Level of implementation + Annualized metric = Points
earned

For ZE Class 8 visits example above: 51 Points x 520 visits + 365 visits = 72.7 Points

46 Points can be earned even if local ordinances (e.g., from a city or county) or building codes include requirements
for some of the actions covered by PR 2305. Local land use authorities also have the option to require higher
compliance obligations under CEQA using the framework set up by PR 2305. For example, as a condition of approving
a new warehouse project, a land use agency could require a warehouse operator to earn additional WAIRE Points
beyond their WPCO in order to reduce air quality impacts. However there is no obligation on land use agencies under
PR 2305 or PR 316 unless they are a warehouse owner or operator subject to PR 2305.

47520 visits is the same as 1,040 one-way truck trips.
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Figure 7 below shows the underlying calculation used to develop the number of WAIRE Points
associated with each WAIRE Menu action. The details for these calculations are provided in
Appendix B to this staff report. An earlier draft of this appendix was provided to the Working
Group as the WAIRE Menu Draft Technical Report on March 3, 2020. This more detailed
calculation approach is not used by warehouse operators or owners to earn WAIRE Points from
the Menu. This approach is just the original analysis used to establish the balancing between
different menu actions in PR 2305. In this approach, each WAIRE Point consists of three elements:
the incremental cost to complete the action, the regional emission reduction of NOx in Ibs/year,
and the local DPM emission reductions in Ibs/year. Each of these elements is calculated for
individual actions at a set level of implementation (i.e., the annualized metric), binned and then
summed to simplify comparisons.

Actions are split primarily into two groups, one-time investments in technologies that can reduce
emissions or facilitate the implementation of emission reductions, and ongoing use of these
technologies. Points are earned separately for the investment and the ongoing use. Points can be
earned from both a one-time investment in emission reduction technologies and use of that
technology in the same compliance period. For example, a warehouse operator could install a
charging station and earn Points from that action, and begin using that charging station to earn
more Points in the same compliance period.

Figure 7:  Approach to Develop WAIRE Points for Each WAIRE Menu Action*
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*This approach is not used by warehouse operators or owners to earn Points. This is only the
underlying methodology to the WAIRE Menu.

Finally, PR 2305 does not prohibit operators from using incentive funding from South Coast
AQMD, CARB, or other sources to earn WAIRE Points. However, many of these programs have
express limitations in using their funds to comply with a regulation. Because these limitations are
written into each specific program’s requirements, they are not included in PR 2305 as those
programs’ requirements could change through time. Staff is unaware of any requirements in
programs like Carl Moyer, AB 617 funding, or similar programs that limit the use of funds with
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WAIRE Menu items associated with ongoing use (e.g., truck visits). However, there are commonly
limitations in these funding programs associated with the purchase of vehicles or equipment.

Paragraph (d)(4)

Paragraph (d)(4) describes the Custom WAIRE Plan option, including the requirements for what
needs to be included in a Plan and Plan application, and the process and criteria for approval or
disapproval of the Plan application, or rescission of an approved Plan by South Coast AQMD.
Custom WAIRE Plans are only potentially approvable if they include actions that are not already
included in the WAIRE Menu in Table 3 of PR 2305. Points may only be earned from an approved
Custom WAIRE Plan. The Custom WAIRE Plan only needs to describe how Points would be
earned under the plan, not how all Points would be earned to meet the WPCO if the Plan only
addresses part of the points compliance obligation. The methodology to calculate WAIRE Points
in Custom WAIRE Plan applications is described in the WAIRE Program Implementation
Guidelines, and will be consistent with the WAIRE Menu Technical Report methods in Appendix
B. The general approach requires comparison of baseline conditions without the Custom WAIRE
Plan to the NOx and DPM emission reductions and the incremental costs when the Plan is
implemented. Emission reductions must be quantifiable, verifiable, real, and achieved as quickly
as feasible, and no later than three years after Plan approval.

Key milestones need to be described in the Custom WAIRE Plan application and must be adhered
to if approved. Approved plans that do not make adequate progress on these approved milestones
may have their Plan approval rescinded 30 days after notification by the Executive Officer (EO)
of identified deficiencies. If the deficiencies are not corrected in that period, the EO may then
rescind the Plan approval. If a warehouse facility or land owner opts into the program and has a
Custom WAIRE Plan approved by South Coast AQMD, then they are required to implement it. If
the Plan is not implemented, then the entity who filed the Plan application shall be the entity who
will be held in violation of the rule for any compliance period covered by the approved Plan for
which a sufficient number of WAIRE Points was not earned as demonstrated in the Plan. If a
warehouse operator (or owner who opts in) does not earn a sufficient number of WAIRE Points to
satisfy their WPCO as demonstrated in a previously approved Plan, they may still satisfy their
WPCO for that compliance period through the completion of actions from the WAIRE Menu, or
by paying a mitigation fee pursuant to paragraph (d)(5), and document these actions in their Annual
WAIRE Report.

Examples of potential Custom WAIRE Plans that some industry stakeholders have expressed
potential interest in include: installing offsite charging/fueling infrastructure for ZE vehicles,
installing and operating energy efficiency systems for cold storage warehouses, installing onsite
ZE charging stations with higher power (i.e., above 350 kW) than is described in the WAIRE
Menu, or overcompliance with upcoming CARB regulations should they be approved (such as the
TRU regulation or ACF). Other custom approaches are also potentially approvable provided they
meet the criteria described in paragraph (d)(4).

Custom WAIRE Plans that rely on VMT reductions will be limited to those projects that can show
that these VMT reductions go beyond what is modeled in the latest Regional Transportation Plan
(RTP) from the Southern California Association of Governments (SCAG). The Plan application
itself would need to include the analysis showing how VMT reductions would be lower than RTP
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modeled VMT. An example custom approach that may be disqualified from this includes an
operator who moves operations from multiple smaller operations into a larger facility, thus
reducing truck trips and VMT between the previous smaller warehouses. However, this reduction
in VMT for that operator likely does not reduce VMT overall because the smaller warehouses are
not expected to stay vacant given the low vacancy rates experienced by warehouses in the South
Coast AQMD region.*® Hence, while the operator’s VMT declines, the region’s VMT may
actually increase. Similarly, a warehouse operator that demonstrates that they have a lower trip
generation rate and VMT than would be calculated using default values has not demonstrated that
overall VMT in the region is reduced. The RTP models average trip generation rates, and outputs
average miles per trip. Some warehouses are therefore expected to be higher, and some lower than
the average.

Although earning Points through VMT reduction programs may not be likely in most situations,
PR 2305 is still expected to provide an additional motivation for warehouse operators to improve
efficiency beyond normal market forces. Because the WPCO is tied to a warehouse’s annual truck
trips, if a facility can find ways to improve efficiency and reduce its number of truck trips, then its
compliance obligation under PR 2305 will be lower. PR 2305 has no requirements for warehouse
owners or operators to reduce or limit the number of truck trips to their facility.

Paragraph (d)(5)

If a warehouse operator does not earn a sufficient number of WAIRE Points to satisfy their WPCO
from the WAIRE Menu or from an approved Custom WAIRE Plan, a warehouse operator may
choose to pay a mitigation fee to the South Coast AQMD at a cost of $1,000 per WAIRE Point.
This value was determined by comparing the potential costs of implementing a variety of WAIRE
Menu actions at an individual warehouse under different stringencies using methods described in
the WAIRE Menu Technical Report (see Appendix B), and evaluating how many WAIRE Points
were earned for each action. Although the costs vary across actions, many actions are
approximately equal to $1,000 per WAIRE Point.** Additional discussion about the WAIRE
Mitigation Program that would spend the collected fees is included at the end of this chapter.

Paragraph (d)(6)

This paragraph describes the limited transfer of WAIRE Points under PR 2305. PR 2305 is not a
credit trading system. Transferring WAIRE Points may only be allowed in three limited instances
of overcompliance with rule requirements. First, if an operator conducts warehousing activities at
multiple warehouses, it may be more feasible for them to make investments at a larger scale at one
facility, compared to repeated smaller investments at several facilities. Under PR 2305, this
operator could over-comply and earn extra Points at one warehouse, and then transfer the excess
to another warehouse in their control. Because one of the purposes of PR 2305 is to reduce local
emissions, the full value of any Points transferred from one warehouse to another is discounted by
the amount of the WAIRE Points that were earned from local emission reductions of diesel PM.

48 \acancy rates in 2019 in South Coast AQMD warehouses are about 4%, about 50% lower than the vacancy rates
of surrounding markets. Source: IEc Task 2 “Technical Memorandum on Real Estate Markets Neighboring the South
Coast AQMD Region”

49 Examples are shown in slides 16-19 from the March 3, 2020 Working Group.
http://www.agmd.gov/docs/default-source/planning/fbmsm-docs/whse_isr_slides 3-3-2020.pdf

Proposed Rules 2305 and 316 33 Mareh-April 2021



http://www.aqmd.gov/docs/default-source/planning/fbmsm-docs/whse_isr_slides_3-3-2020.pdf

Second Draft Staff Report Chapter 2: Summary of Proposal

Table 3 in PR 2305 already provides the discounted Point value, and operators (or owners who opt
in) do not need to determine the amount to discount other than looking up values in that table.

The second transfer method involves a warehouse operator earning excess WAIRE Points in one
year and banking those Points to transfer into a subsequent year. These Points are not discounted
and can be banked for up to three years. For example, excess Points earned in the compliance
period from Juy-1-2024January 1, 2022 to Junre-30December 31, 2022 would be usable until the
end of the compliance period ending Junre-36;2025December 31, 2025, and reported in the Annual
Report no later than 30 days after July—31.—2025January 1, 2026 (pursuant to subparagraph
(d)(7)(C)). This three-year period could be shorter if the action that earned Points would have
already been required by another regulation in the year in which the Points would otherwise be
used. WAIRE Points may also be earned prior to a warehouse operator’s first compliance period.
For example, an operator of a 125,000 sq. ft. warehouse could earn Points in the 2021-2022
compliance period, even though PR 2305 does not impose a WPCO on a warehouse of this size
until the 2623-2024 compliance period. The three-year banking clock in this instance would not
commence until after their first compliance period in 2023-2024. The extra time is meant to
encourage early compliance and achieve emissions reductions sooner.

The final transfer method involves transfers between a warehouse facility or land owner and a
warehouse operator, and vice versa. Warehouse facility or land owners may find it advantageous
to improve their properties using options within PR 2305 on their own. Any Points earned from
this activity may be transferred to an operator at that site over the subsequent three-year period.
Operators may also transfer Points earned in excess of their WPCO back to a warehouse facility
or land owner, who may then transfer those Points to a subsequent operator at that site.

Paragraph (d)(7)

This paragraph outlines the required reports and notifications that operators and owners must
submit. Warehouse facility owners (not warehouse land owners) must submit a notification 66
days-afterrule-adeptionon September 1, 2021; or within 14 days after a new operator has the ability
to use at least 50,000 sg. ft. of a warehouse with > 100,000 sg. ft. of floor space that may be used
for warehousing activity. A typical date for this would be the start date of a lease. Notification is
also required after a warehouse building has been modified such that it has new square footage. A
report must also be submitted within three days of the EO’s request.

Warehouse operators must submit a more detailed one-time Initial Site Information Report
approximately six months before their first Annual WAIRE Report must be submitted for that site.
As an example, if Operator A has recently moved to a new warehouse and has not been required
to submit an Annual WAIRE Report before for that site, they are then required to submit the Initial
Site Information Report. This is the only Initial Site Information Report that Operator A will need
to submit for that site. If Operator A moves to another warehouse and has never submitted and
Annual WAIRE Report for that second warehouse, they will need to submit an Initial Site
Information Report for that warehouse. Initial Site Information Reports must also be submitted
within 30 days of the request from the EO.

Warehouse operators_who are required to earn WAIRE Points, and warehouse facility or land
owners who earn WAIRE Points as applicable, are required to submit an Annual WAIRE Report

Proposed Rules 2305 and 316 34 Mareh-April 2021



Second Draft Staff Report Chapter 2: Summary of Proposal

within 30 days after JuhyJanuary 1 of every year for which they must satisfy a WPCO (in the case
of operators), or earn WAIRE Points (in the case of owners opting in). The Annual WAIRE Report
is the primary mechanism by which operators demonstrate how they have earned a sufficient
number of WAIRE Points for the preceding compliance period. If an operator with a WPCO
departs a warehouse before the end of that compliance period (e.g., if their lease ends), they are
required to submit their Annual WAIRE Report no later than the date that they vacate the
warehouse. No Annual WAIRE Reports are due before the applicable Initial Reporting Date in
Table 1. Because the WPCO is tied to the number of truck trips at a warehouse while the operator
was responsible for warehousing activities, the operator’s Annual WAIRE report in this instance
only needs to demonstrate how Points were earned for the portion of the compliance period when
the operator was at that warehouse.

Reporting, Notification, and Recordkeeping Requirements — Subdivision (e)
This subdivision describes the information that must be included in the various reports and
notifications required by PR 2305, as well as recordkeeping requirements. An online reporting
portal is anticipated to be created if PR 2305 is approved by the Governing Board that will be used
for all report and notification submissions. Reporting procedures will be further documented in the
WAIRE Implementation Guidelines (Appendix A).

Paragraph (e)(1)

The Warehouse Operations Notification described in this paragraph includes basic information
about the warehouse facility itself, whether the warehouse facility owner is also an operator, as
well as information about any entities leasing the site, and how much of the site they have leased.

Paragraph (e)(2)

The Initial Site Information Report provided by a warehouse operator must include information
about how many square feet they can use for warehousing activities. There are two cases when
this is the only information that needs to be provided for this report. First, if the warehouse operator
is in a building where the total square footage that can be used for warehousing activities is less
than 100,000 sq. ft., then no more information is required. Second, some warehouse operators may
lease only a portion of a warehouse with more than 100,000 sq. ft. that can be used for warehousing
activities. In this situation, if the operator only can use <50,000 sq. ft. (e.g., due to lease conditions),
then they do not need to report any further information. This second case does not apply where
there are multiple operators under the ownership or control of a single parent company who each
operate <50,000 sq. ft., but who collectively operate more than 50,000 sq. ft.

Apart from the two cases described above, Initial Site Information Reports must include
information about actual truck trip data from the previous 12-month period,* and the anticipated
truck trips in the following 12-month period, by truck class or truck type (e.g., tractors or straight
trucks). Trucks delivering or picking up goods from a warehouse are a proxy for total activity and
emissions related to a warehouse and will use a truck entrance that is different than the employee
vehicle entrance (that may also have minor use for mail trucks, or refuse pickup for administrative
activities at the warehouse). In order to streamline reporting, only those trucks or tractors that use
a warehouse’s truck driveway must be included, with the intention of focusing on truck activity
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most closely aligned with total warehouse activity and emissions. Occasional truck traffic that
utilizes the employee parking driveway for building services activities like mail delivery or trash
pickup do not need to be included.

Additional data that must be reported includes information about any trucks owned by the operator
that serve that warehouse, information about any onsite alternative fueling stations, information
about any yard trucks operated at the site (owned or non-owned), and information about any onsite
energy generation equipment. Finally, the report must include the anticipated options that the
operator plans to use to earn Points for the current compliance period. These anticipated options
might not end up being the actual options used to meet the WPCO, but they do provide an early
planning step for operators to consider how they will comply with their WPCO in six months.

Paragraph (e)(3)

The Annual WAIRE Report shall include actual truck trip data used to determine the WPCO
pursuant to paragraph (d)(1). The report shall also include how many WAIRE Points were earned
from the WAIRE Menu and details about the reporting metric from the WAIRE Menu, the Points
from a Custom Plan, and the Points from mitigation fees. Finally, the report shall include current
contact information for the warehouse operator.

Paragraph (e)(4)

Records which demonstrate the accuracy and validity of any information reported to South Coast
AQMD must be kept for a period of seven years after the reporting deadline and made available
upon request during normal business hours.

Paragraph (e)(5)

Some warehouse facility or land owners, or operators may choose to hire consultants to complete
some of the reporting requirements in PR 2305. This paragraph ensures that any reports are
submitted by an official authorized by an officer of the warehouse owner or operator, as applicable.
This authorized official may or may not be an employee of the warehouse owner or operator. The
authorized official must certify that the information reported is accurate based on their best
available knowledge.

WAIRE Implementation Guidelines — Subdivision (f)
This subdivision identifies that the EO will periodically publish the WAIRE Implementation
Guidelines referred to throughout PR 2305 (Appendix A of this staff report). Fhis-Appendixwit

be-provided-atatuture-date:

Exemptions — Subdivision ()

FwoThree limited exemptions are described in this subdivision. First, similar to paragraph (e)(2),
warehouse operators who cannot use more than 50,000 sg. ft. of a warehouse that is larger than
100,000 square feet, for warehousing activities due to lease conditions (e.g., they have leased
<50,000 sq. ft.), are not required to earn any WAIRE Points. This exemption does not apply if the
warehouse operator is under the control of a parent company of one or more lessees in the same
building, and collectively the entities under the parent company’s control operate more than 50,000
sg. ft. of a building that is 100,000 square feet or greater.
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The second exemption states that warehouse operators with a WPCO <10 are not required to earn
any WAIRE Points.>! This exemption reduces the burden on the smallest warehouse operations
that have a low volume of truck trips. No warehouse operations in the analysis of PR 2305 were
identified to have a WPCO <10, but there is a possibility that a small number of warehouse
operators may qualify and utilize this exemption. The warehouse operator would not be subject to
the requirement to earn WAIRE Points in paragraph (d)(1), but the warehouse operator is still
subject to the reporting requirements in paragraph (d)(7).

The seeendthird exemption relates to rare, unforeseen circumstances, beyond the reasonable
control of the warehouse operator, or owner, who made the-an investment or took the-action to
earn the-WAIRE Points, but due to a defect in their investment were unable to earn WAIRE Points.
For example, if a warehouse operator purchases a zero emission truck and anticipates using this
same truck to earn Points, but a malfunction in the powertrain due to an equipment manufacturer
defect (e.g., malfunctioning electric motor, fuel cell stack, etc.) results in an inability to use the
equipment, then the operator may apply for relief for the Points that would have be earned. The
exemption shall be granted if the vehicle or equipment is shown to be due to a manufacturer defect
or an installation defect.

Sunset Date for Rule — Subdivision (h)

PR 2305 will sunset upon final action by the U.S. EPA (e.g., when a final rule becomes effective)
finding that all air basins within South Coast AQMD have attained the 2015 NAAQS for ozone
(i.e., 70 parts per billion), and when CARB has determined that South Coast AQMD has met the
state ozone standard (also 70 parts per billion).>> The sunset date for the WPCO will be 45 days
after the end of the compliance period during which the latter of U.S. EPA or CARB makes the
relevant finding. All reporting requirements associated with this final compliance period will
remain in effect, however no reporting will be required for future compliance periods.

The 2015 standard requires ozone levels in South Coast AQMD to meet the standard in 2037.
Before then, the 1979 (revoked, 1-hour standard), 1997 (revoked 8-hour standard) and 2008 ozone
standards must be met in 2022, 2023, and 2031, respectively. Under section 175A of the Clean
Air Act, when a nonattainment area is redesignated as meeting attainment, it must prepare a
maintenance plan that ensures the area will continue to meet the air quality standard for another
10 years. In addition, anti-backsliding requirements may also apply.>® PR 2305 could potentially
be applied to maintenance plan and anti-backsliding requirements for the 1979, 1997, and 2008
ozone standards prior to its sunset. Even with the sunset, PR 2305 is expected to assist in meeting
the 2015 ozone standard. At this time, it is uncertain if PR 2305 would be needed for a maintenance
plan or anti-backsliding requirements when the 2015 ozone standard is met because ZE and NZE
technologies may be more widespread. As such, the Executive Officer shall prepare a report for
the full Governing Board one year prior to the anticipated sunset that evaluates the need for the
rule in light of these and any other applicable Clean Air Act requirements. The report shall also

51 A WPCO of 10 is approximately equal to about two class 8 truck visits per day. Using default truck trip rates, a
warehouse operator in a 100,000 sf warehouse would be required to earn about 61 WAIRE Points at a stringency of
0.0025 and annual variable of one.

52 The averaging period for the federal and state standards differ, so it is possible that they may not be achieved in the
same year.

5 Implementation of the 2008 National Ambient Air Quality Standards for Ozone: State Implementation Plan
Requirements, Final Rule. https://www.govinfo.gov/content/pkg/FR-2015-03-06/pdf/2015-04012.pdf

Proposed Rules 2305 and 316 37 Mareh-April 2021



https://www.govinfo.gov/content/pkg/FR-2015-03-06/pdf/2015-04012.pdf

Second Draft Staff Report Chapter 2: Summary of Proposal

evaluate the state of NZE and ZE technologies used at warehouses, the emissions inventory of
warehouses, and any other U.S. EPA or CARB regulations that apply to warehouses. Based on
these findings, the Executive Officer shall make a recommendation whether any portions of the
rule should be retained or amended.

Severability — Subdivision (ki)
In the event a court holds that a portion or portions of PR 2305 are invalid or unenforceable,
subdivision (h) allows the other portions of the rule to remain fully applicable and enforceable.
Similarly, if the exemptions in PR 2305 are held by judicial order to be invalid, then the warehouse
operators that had been covered by the exemption shall have to comply with the requirements of
PR 2305.

PROPOSED RULE 316 — FEES FOR REGULATION XXIII

Purpose — Subdivision (a)
The purpose of the Proposed Rule 316 (PR 316) is to act as a companion rule to Proposed
Rule 2305 (PR 2305) — Warehouse Indirect Source Rule — Warehouse Actions and Investments to
Reduce Emissions (WAIRE) Program. PR 2305 requires reporting information about facility
operations and recordkeeping. PR 316 establishes the administrative fees that PR 2305 warehouse
operators and owners must pay in order to recover South Coast AQMD administrative costs
associated with ensuring compliance with PR 2305.

The proposed purpose is as follows:
California Health and Safety Code Section 40522.5 provides authority for the South Coast
Air Quality Management District to adopt a fee schedule for areawide or indirect sources
of emissions which are regulated, but for which permits are not issued, to recover the costs
of programs related to these sources. The purpose of this rule is to recover the South Coast
AQMD'’s cost of implementing Rule 2305.

Applicability- Subdivision (b)
Warehouse owners and operators routinely move into or out of warehouses. As the applicability is
tied to reports that must be submitted pursuant to PR 2305, any individual company may be
required to pay multiple fees under PR 316 in any one year, then potentially not be subject to fees
in the following year if they are not required to submit any of the applicable reports.

The proposed applicability is as follows:
This rule applies to owners and operators of facilities subject to Rule 2305 that submit an
Annual WAIRE Report, a Custom WAIRE Plan application, an Initial Site Information
Report, a Warehouse Operations Notification, or that pay a Mitigation Fee.

Definitions — Subdivision (c)
PR 316 includes definitions of specific terms related to the warehousing industry and aspects of
implementing PR 2305. Most definitions refer back to definitions within PR 2305. Please refer to
PR 316 subdivision (c) for each specific definition.
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Proposed Definitions:

Annual WAIRE Report

Custom WAIRE Plan Application
Initial Site Information Report
Mitigation Fee

Warehouse

Warehouse Operations Notification
Warehouse Operator

Warehouse Facility Owner
Warehouse Land Owner
Warehousing Activities

Annual WAIRE Fees — Subdivision (d)
Fees that will be established in this subdivision will be set at a flat level that is equal to the level
of effort required by South Coast AQMD staff to conduct compliance activities related to the
reports for which the fees are being paid. Fees must be paid at the time that the report must be
submitted pursuant to PR 2305.

Custom WAIRE Plan Application Evaluation Fee — Subdivision (e)

Custom WAIRE Plans applications are expected to be unique, and require varying levels of effort
by staff to review depending on the complexity of the application. Similar to other plan review
fees in South Coast AQMD Rule 306, the fees in this subdivision are set consistent with the amount
of staff time needed to complete an application review. An initial fee must be paid upfront as a
deposit to cover a minimal amount of staff time, and subsequent fees may be assessed if more time
is required. Staff will track time spent reviewing a Custom WAIRE Plan application, and if less
cost is incurred than was paid in the initial fee, a refund will be issued.

Mitigation Program Administration Fee — Subdivision (f)
PR 2305 includes an option for warehouse operators (or owners who opt in) to pay a mitigation
fee to South Coast AQMD to earn WAIRE Points. These collected fees will be used for a
mitigation program to incentivize near-zero and zero emissions trucks and zero emissions charging
infrastructure. Funds will be directed to projects in the communities near the warehouses that paid
the fees. South Coast AQMD administers many incentive programs currently, including Carl
Moyer, SOON, AB 617, etc. Prolonged experience with these programs has shown that some funds
are needed to ensure efficient and accurate program administration. The amount set in PR 316 is
6.25 percent of the mitigation fee a warehouse operator or owner pays, and is consistent with recent
program administration requirements for similar incentive programs.>* Based on South Coast
AQMD experience with current funding programs like Carl Moyer and Community Air Protection
Program grants (i.e., AB 617), this level of funding is needed for the significant administrative
effort to conduct outreach to industry, communities, and local governments, and to administer
funds and track projects at a local scale (e.g., for each of about three dozen Source Receptor Areas).

4 AB 134 (2017): http:/leginfo.legislature.ca.gov/faces/billNavClient.xhtmlI?bill id=201720180AB134
AB 617 Incentives Guidelines:
https://ww2.arb.ca.qov/sites/default/files/2020-10/cap_incentives 2019 quidelines final rev 10 14 2020 0.pdf
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Payment Due Dates — Subdivision (g)
Payment of fees for Custom WAIRE Plans are due no later than 60 days after an invoice has been
provided. Fees for Annual WAIRE Reports, Initial Site Information Reports, and Warehouse
Operations Notifications are due when the applicable report must be submitted. Requirements for
payments in this subdivision are consistent with other South Coast AQMD fee programs in Rule
301.

Exemptions — Subdivision (h)

Two exemptions are provided in this subdivision. First, warehouse facility owners who submit a
Warehouse Operations Notification for a warehouse that has less than 100,000 sq. ft. that can be
used for warehousing activities are exempt from PR 316 fees. Second, warehouse operators who
use <50,000 sq. ft. of a warehouse for warehousing activities are also exempt from PR 316 fees.
The collection of this information will occur online, and no additional compliance with these
components of the WAIRE Program is expected for these entities, hence staff costs are expected
to be de minimis for this activity. This reported information is needed however to verify that the
owner or operator does not have any further obligations under PR 2305.

WAIRE Mitigation Program

The main intent of the WAIRE Mitigation Program is to provide NOx and DPM emission
reductions for communities around warehouses that paid the mitigation fees. Any in-lieu
mitigation fees paid to South Coast AQMD by a warehouse operator (or owner who opts in) would
be targeted to projects in the surrounding area for NZE or ZE trucks, or ZE charging/fueling
infrastructure.> Any solicitations for requests for funding, or funding allocations that would be
spent from the WAIRE Mitigation Program must be approved by the South Coast AQMD
Governing Board in a public meeting. The proposed incentives would be used toward the purchase
of NZE and ZE trucks or the purchase and installation of ZE charging or hydrogen fueling
infrastructure. The WAIRE Mitigation Program would be available to any applicant that has trucks
domiciled and/or used in the same geographic area of the warehouses that paid the WAIRE
Program mitigation fee or applicants who intend to purchase and install ZE charging or hydrogen
fueling infrastructure to serve that same geographic area and county. Funds would be prioritized
first to areas in the same Source Receptor Area (SRA)*® as the warehouse. Should there be
insufficient project applicants in any area for the amount of funding available, the funding may be
redirected to an adjacent SRA in the same county as the primary SRA. Project funding solicitations
would be issued within one year of receiving mitigation fees, and could potentially be coordinated
with solicitations from other incentive programs. Incentive projects would be evaluated for cost
effectiveness to maximize the potential for NOx and DPM reductions of each incentive project.
Because this funding program is wholly within the control of South Coast AQMD, funds may be
combined with other incentive programs as allowable on a case-by-case basis.

%5 In order to avoid low quality workmanship and potential safety concerns, consideration may need to be made for a
skilled and trained workforce. It is important that any installed infrastructure with the WAIRE Mitigation Program
perform at a level that consistently meets the needs of the fleets it would serve and minimizes unnecessary impacts on
the grid.

% http://www.agmd.gov/docs/default-source/default-document-library/map-of-monitoring-areas. pdf
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The WAIRE Mitigation Program incentives would be offered as a solicitation to receive enough
applications similar to the existing incentive programs of Carl Moyer,>” Proposition 1B,>® or VW
Mitigation Trust.>® Similar to the existing incentive programs, there would be an application
evaluation following the end of the solicitation. This would include evaluation of application
documents, subsequent inspection of the NZE or ZE truck purchased or the ZE charging or
hydrogen fueling infrastructure installed, and annual reports to follow the emission reductions of
the incentive projects for the life of the incentive project contracts. The ultimate program design
is not limited to matching these existing programs however, and other models may emerge after
receiving stakeholder input as funding becomes available (e.g., voucher programs, a focus on grid
upgrades on the utility side of the meter for some sites, consideration of small businesses,
incorporation of community input and/or suggested projects that reduce NOx, etc.).

Finally, the incorporation of a well-trained and skilled workforce for ZE infrastructure installation
is integral to the state’s transportation electrification goals.- According to a study commissioned
by the state Workforce Development Board under AB 398 (2017), there is a strong relationship
between high labor standards and investments in energy efficiency projects in both the installation
and operations of ZE charging and fueling infrastructure. Workforce development, skilled training,
and career development that addresses industry needs can lead to improved productivity and work
guality, which are important considerations for PR 2305. ZE charging infrastructure projects
funded by the WAIRE Mitigation Program will support equity and inclusion to ensure a well-
trained and skilled workforce to comply with Public Utilities Code 8§ 913.4(f) and the California
Renewables Portfolio Standard Program. SKill standards such as specialized certifications in the
installation, operation, and maintenance of zero emission technologies will be required to ensure
safety and high performance.®°

Additional details to this mitigation program will be developed in a future public process as part
of the development of funding solicitations. Solicitations and grant award decisions will be made
by the Governing Board in public meetings, and the public will be encouraged to participate and
provide feedback. In addition, the Resolution included in the Board package for PR 2305 and
PR 316 will include specific language laying out requirements for the WAIRE Mitigation
Program.

57 http://www.agmd.gov/home/programs/business/business-detail 2title=heavy-duty-engines&parent=vehicle-engine-
upgrades

58 http://www.agmd.gov/home/programs/business/business-detail ?title=goods-movement-emission-reduction-
projects-(prop-1b)&parent=vehicle-engine-upgrades

59 http://www.agmd.gov/home/programs/business/business-detail 2title=vw&parent=vehicle-engine-upgrades

50 https://laborcenter.berkeley.edu/wp-content/uploads/2020/09/Putting-California-on-the-High-Road.pdf
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INTRODUCTION

PR 2305 and PR 316 will apply to warehouses with greater than or equal to 100,000 square feet of
indoor floor space. These warehouses are part of a larger goods-movement network of facilities
located throughout the South Coast AQMD region that also includes marine ports, airports, rail
yards, and smaller warehouses.

Warehouses serve as an intermediate storage facility for goods coming from manufacturing
facilities, other warehouses, or food production sites that are ultimately destined for another
location, including retail stores, other warehouses, customers (e.g., through e-commerce), or other
manufacturing operations. Goods are transported to and from warehouses in trucks of a variety of
sizes, including smaller Class 2b-7 trucks used for local delivery or larger Class 8 tractor trailers
(typically diesel-powered) that can transport goods either locally or nationally. These trucks will
back up to a warehouse’s loading dock to load/unload their cargo in or out of the warehouse. Some
warehouses also allow trailers to be parked within their truck yard for short periods of time. These
trailers are moved around the yard or to/from a loading dock with a yard truck (typically diesel-
powered).

Inside the warehouse, goods are stored on storage racks that may be more than 20 feet high. The
level of automation varies inside each warehouse, but, if automation is present, can include
conveyor systems, robotics, and scanners. Goods are commonly moved around inside a warehouse
by employees operating pallet jacks or small industrial forklifts. Additional activities include
sorting, labeling, repackaging, palletizing, applying scannable bar codes (SKUs), racking, and
packing/unpacking trucks. Many additional activities can be present at a facility with a warehouse
including supporting office administration, manufacturing, vehicle maintenance, or retail stores
that are open to the general public. Some warehouses also support cold storage, typically for food
products, and will have large refrigeration systems. Trucks distributing goods to/from these cold
storage warehouses typically keep goods at their appropriate temperature with a small diesel-
powered transport refrigeration unit (TRU) mounted on the truck or trailer.

AFFECTED INDUSTRY

Southern California is a major gateway for goods coming from Asia. A wide variety of industries
have supply chains which relies on goods moving through Southern California. Approximately
$500 billion in goods were moved through the larger Southern California Association of
Governments (SCAG) region in 2016, with imports accounting for about 75%. It is unclear how
much of this total flow of goods move through warehouses subject to PR 2305 and PR 316.
However about 69% of imports from the ports of Los Angeles and Long Beach (LA/LB) do not
go directly onto rail, and therefore are expected to utilize warehouses within the South Coast
AQMD region. Figure 8 shows the top commodities traded through the ports of LA/LB and
through the Los Angeles and Ontario airports in 2018.5!

61 https://scag.ca.gov/sites/main/files/file-attachments/0903fconnectsocal _goods-movement.pdf
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Figure 8:  Top Commodities Traded Through Long Beach and Los Angeles Ports (left) and
Los Angeles and Ontario Airports (right)

Machinery, Components Machinery, Components

O/ 1
and Parts and Parts
Electric Machinery, Electric Machi
. O ectric Machinery,
Equipment and Parts Equipment and Parts — 1
Vehicles Other than -
Railway and Parts = Precious Stonecs:;rrwg 1
Furniture Measuring and Testing —
Apparel and Accessories, Instruments
- ! -
Knit or Crochet Aircraft, Spacecraft, and :|
Plastics and Other m Parts
Acrticles
- Pharmaceutical Products ]
Footwear and Parts
Miscellaneous Chemical ]
Toys, Games, and Sport. oy Products
Apparel Articles and m Workps_ of Art, dCZ!Ietptors' |
Accessories, Not Knit Ieces and Antiques
. Apparel Articles and
Articles of Iron or Steel I Accessories, Not Knit ]
S0 $100,000,000,000 S0 $50,000,000,000

Warehouses are operated by cargo owners or by third party logistics (3PLs) firms who manage
warehouses on behalf of cargo owners.®? Warehouses are typically owned by a landlord®® who
leases the facility for a short period (e.g., three years) either to a cargo owner or 3PL. All three
groups of industries (i.e., cargo owners, 3PLs, and warehouse owners) will be affected by PR 2305
and PR 316. Some motor carriers may choose to update some of their business practices (e.g.,
using more NZE or ZE trucks) in response to shifting market conditions brought about by PR 2305
(or other CARB regulations or incentive programs), however they are not regulated by PR 2305.

As shown in the baseline emissions inventory below, most NOx and diesel PM emissions
associated with warehouses come from trucks. Trucks are owned and/or operated by motor
carriers, and their services are provided on behalf of the owner of the goods they are carrying.
Warehouse operators often do not own the goods in their warehouse, and in these cases they may
not be directly involved in hiring all or any motor carriers that visit the warehouse.

Industry stakeholders have indicated that the business relationships between warehouse operators,
cargo owners, and motor carriers can vary widely, even in a single warehouse. Some warehouses
are more vertically integrated where the operator owns the goods in the warehouse, and directly
contracts with motor carriers, or uses their own fleet, to transport the goods to retail
establishments.® In this situation, the warehouse operator has a relatively high level of control of

82 https://scag.ca.gov/sites/main/files/file-attachments/task4 _understandingfacilityoperations.pdf

8 In rare instances, the land beneath a warehouse building is owned by a different entity than the warehouse building
itself.

64 As estimated in Appendix C to this report, up to 40% of warehouse operators subject to PR 2305 may own a fleet.
The number of warehouse operators who also directly arrange for some level of trucking services to their facility is
unknown, but would increase the total number of warehouses who have a direct ownership or other business
relationship with at least some trucks going to their facility. Staff conversations with warehouse operators have
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the trucks and cargo flowing through the warehouse.®® Other warehouse operators may not own
any goods within the warehouse, or have a direct relationship with any motor carriers visiting the
warehouse, or own a fleet themselves. The warehouse operator may have very little control over
the trucks calling at the warehouse in this configuration.

One common relationship between all warehouse operators is they either own the goods in the
warehouse themselves, or have a direct contractual relationship with the goods owner to manage
the warehousing of those goods. The specific conditions in these contracts can vary widely
depending on the needs of the two parties. For example, some warehouse operators have indicated
their contracts with motor carriers have included air quality goals, such as providing incentives to
fleets that met EPA SmartWay standards,® or requiring use of zero emission (ZE) trucks. Under
PR 2305, some warehouse operators may choose to include contract provisions either with motor
carriers or with goods owners who contract with motor carriers, that take into account the
requirements of the rule. This could include requiring or incentivizing near zero emission (NZE)
or ZE truck visits, or increasing the price charged for warehousing operations so that the operator
can comply with PR 2305 in other ways.

Affected Facilities
There are approximately 45,000 industrial buildings of any size located in the South Coast AQMD
region, totaling about 1.6 billion square feet. Warehousing makes up a significant fraction of this
industrial space, with approximately 90% of these buildings classified as distribution, light
distribution, cold storage, truck terminal, or warehouse.®” Some industrial properties also include
a combination of warehousing and manufacturing uses.

Most industrial properties are smaller in size, typically less than 100,000 square feet. However,
the majority of the industrial building square footage occurs in larger buildings (Figure 9). The
amount of industrial building space within South Coast AQMD’s region has been growing
substantially over the past several decades, with most of the growth occurring in the counties of
San Bernardino and Riverside since the year 2000 (Figure 10).68 Warehousing is anticipated to
continue to grow in the SCAG region at a rate of ~1.8% annually.%°

indicated that while not ubiquitous, it is not uncommon for many warehouse operators to have at least some trucking
companies that they directly work with.

8 Note that even in this instance, the supplier of some of the goods to the warehouse may arrange to transport inbound
shipments without involving the warehouse operator.

% EPA SmartWay is a voluntary program that promotes fuel efficiency for freight carriers.
https://www.epa.gov/smartway

87 www.costar.com

% Ibid.

8 https://scag.ca.gov/sites/main/files/file-attachments/final_report 03_30_18.pdf
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Figure 9:  Industrial Building Count (left) and Square Footage (right) by Building Size in
South Coast AQMD Jurisdiction
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Figure 10: Industrial Building Growth by County
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There are currently about 3,320 facilities with 100,000 square feet or more of building area that
may be subject to PR 2305 and PR 316 (see Appendix C for a list of addresses and a discussion of
how the number and type of facilities was determined). Of these facilities, an estimated 2,902 are
expected to be required to earn WAIRE Points under PR 2305, with the remainder only subject to
limited reporting (e.g., facilities with <100,000 sg. ft. of warehousing activity in a building with
>100,000 sqg. ft.). Of the warehouses expected to be required to earn WAIRE Points, about 38%
may have more than one operator in a single building (yielding a total of about 4,000 operators),
about 45% may own a truck fleet,”® and about 17% may be owner occupied (with any combination
thereof).

70 Data is not available for how many trucks from operator-owned fleets serve a warehouse.
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BASELINE EMISSIONS INVENTORY

The discussion below provides the method for estimating baseline emissions of NOx and diesel
PM in 2019, 2023, and 2031 for the 2,902 warehouses expected to be required to earn WAIRE
Points under PR 2305.” The estimate presented here relies on the substantial work previously
conducted to estimate vehicular-related emissions, including work performed by:

e California Air Resources Board (CARB) both for the 2016 AQMP emissions inventory 2

and for the Draft Mobile Source Strategy®,
e SCAG for the 2016 Regional Transportation Plan, and
e South Coast AQMD for the 2016 AQMP

South Coast AQMD also sponsored a study to evaluate warehouse activities that affect air quality,
co-sponsored with the National Association for Industrial and Office Parks (NAIOP).”* The study
was conducted by the Institute of Transportation Engineers (ITE) to update warehouse trip
generation estimates for warehouses.”

Methodology for Estimating NOx Emissions from Warehouses
Trip Generation Rates
Data was obtained for three categories of warehouses from CoStar’® including warehouses
>100,000 and < 200,000 sq. ft., >200,000 sq. ft., and all cold storage warehouses >100,000 sg. ft.
Current warehouse data was projected to 2023 and 2031, using growth factors derived from
SCAG’s Industrial Warehousing report’’.

Trip generation rates for on-road vehicles were obtained from the High-Cube Warehouse Vehicle
Trip Generation Analysis’® by ITE and supplemented with data from the City of Fontana’s Truck
Trip Generation Study’®.

Table5:  Trip Generation Rates in Trips/Thousand Sqg. Ft.
Passenger
Warehouse Category Class 8 Class 4-7 Vehicles
>200,000 sq. ft. 0.33 0.12 1.000
>100,000 — <200,000 sq. ft. 0.21 0.14 1.385
Cold Storage (>100,000 sq. ft.) 0.75 0.29 1.282

"L The spreadsheet that includes all calculations described here is available at: www.agmd.gov/fomsm

2 https://www.arb.ca.gov/app/emsinv/fcemssumcat/fcemssumcat2016.php

73 https://ww2.arb.ca.gov/resources/documents/2020-mobile-source-strateqy

™ http://www.agmd.gov/home/rules-compliance/cega/air-quality-analysis-handbook/high-cube-warehouse

5 https://www.ite.org/pub/?id=a3e6679a%2De3a8%2Dbf38%2D7f29%2D2961becdd498

78 https://www.costar.com/

7 https://www.scag.ca.gov/Documents/Task4 UnderstandingFacilityOperations.pdf

8 https://www.ite.org/pub/?id=a3e6679a%2De3a8%2Dbf38%2D 7f29%2D296 1becdd498

9 https://www.tampabayfreight.com/pdfs/Freight%20L ibrary/Fontana%20Truck%20Generation%20Study.pdf
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Table 6:  Warehouse Square Footage for Each Warehouse Category

Warehouse Category 2019 2023 2031
>200,000 sq. ft. 521,727,570 562,574,867 644,269,462
>100,000 — <200,000 sq. ft. 214,795,154 231,611,979 265,245,630
Cold Storage (>100,000 sq. ft.) 8,188,346 8,829,431 10,111,601

Trucks

Baseline composite truck emission rates®® (ER) were calculated from EMFAC2017 for heavy duty
trucks of Class 4-7 and Class 8 for calendar years 2019, 2023, and 2031. EMFAC2017 provides
activity and emission rates for all on-road vehicles that operate within California, however, the
analysis presented here is limited to those categories most likely to deliver goods to and from
warehouses. EMFAC categories® in this analysis and their relationship to truck class are shown
in Table 7 below.

Table 7: EMFAC Truck Categories

EMFAC Category Description Truck Class
Medium-Heavy Duty Diesel CA International Registration
T6 CAIRP Small Plan Truck with GVWR<=26,000 Ibs
T6 Instate Small Medlum-Hea\C/;{/ [\)/\lljlt:\}/<El2e6$%IOI()nfkt)aste Truck with Class 4-6
Medium-Heavy Duty Diesel Out-of-State Truck with
6 00S Small GVWR<=26,000 Ibs
Medium-Heavy Duty Diesel CA International Registration
T6 CAIRP Heavy Plan Truck with GVWR>26,000 Ibs
T6 Instate Heavy Med|um-HeaVé/\5)Vl<Ité>[)2|gs§CI)(;r:2tsate Truck with Class 7
Medium-Heavy Duty Diesel Out-of-State Truck with
6 00S Heavy GVWR>26,000 Ibs
T7 CAIRP Heavy-Heavy Duty Diesel CA International Registration Plan
Truck with GVWR>33,000 lbs
Heavy-Heavy Duty Diesel Non-Neighboring Out-of-State
T7NNOOS Truck with GVWR>33,000 Ibs
Heavy-Heavy Duty Diesel Neighboring Out-of-State Truck
T7NOOS with GVWR>33,000 Ibs Class 8
Heavy-Heavy Duty Diesel Drayage Truck in South Coast
T7POLA with GVWR>33,000 Ibs
Heavy-Heavy Duty Diesel Tractor Truck
T7 Tractor with GVWR>33,000 Ibs

Vehicle miles traveled (VMT) per trip of 14.2 mi/trip and 39.9 mi/trip for medium-heavy (Class
4-7) and heavy-heavy duty trucks (Class 8) respectively, were derived from SCAG’s 2016
Regional Transportation Plan modeling analysis (Table 8).

8 This is the sum of each truck category’s emissions rate multiplied by its corresponding VMT, and then divided by
the total sum of VMTs.
81 https://wwa3.arb.ca.gov/msei/downloads/emfac2017-volume-iii-technical-documentation.pdf
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Table 8. Truck activity data from SCAG’s Heavy-Duty Truck Regional Travel Demand
Model
Truck Class VMT (mi/day) Trips (trip/day) Mile/trip
Class 4-7 7,744,000 544,000 14.2
Class 8 12,060,000 302,000 39.9

Class 8 truck emissions were discounted by 22.2% to account for the trips made in between
warehouses by trucks.®? Total idling emissions in the South Coast Air Basin (SCAB) for these
truck classes were proportioned by the VMT estimate associated with warehouse trucking to
calculate potential idling emissions associated with warehouses. The equations below show how
preliminary emissions estimates were calculated.

Equation [1]:
VMT Associated with Warehouses = Warehouse size (ksf) X trip rates (
Equation [2]:
Running Exhaust Emissions Associated with Warehouses
= ER(jass s X Warehouse VMTg 4655 X (1 —0.222)
+ ERciass a—7 X Warehouse VMT¢4gs 4—7
Equation [3]:
Idling Exhaust Emisisons associated with Warehouses

Warehouse VMT¢4ss 8)
- X Idling ER 1-0.222
( Total VMTygss s ing ERciass s ( )

(Warehouse VMTc1ass 4—7
Total VMT¢yuss 4—7

trips) miles

ksf trip

) X Idling ERClass 4-7

CARB recently approved two regulations that are expected to lower the emissions from trucks
beginning with model year 2024 trucks, including the Advanced Clean Trucks Regulation and
the Low NOx Omnibus Regulation. Additional emission reductions are anticipated from the
upcoming Heavy Duty Inspection and Maintenance (I/M) regulation®, CARB modified EMFAC
2017 to account for these regulations in the META tool that supports its Draft 2020 Mobile
Source Strategy. These modifications were applied to the truck categories and VMT associated
with warehouses under PR 2305. The anticipated emission reductions from these regulations
associated with the 2,902 warehouses expected to earn WAIRE Points under PR 2305 is shown
in Table 9.

82 https://scag.ca.gov/sites/main/files/file-attachments/task4 _understandingfacilityoperations.pdf (pg 3-24)
8 https://ww2.arb.ca.gov/our-work/programs/heavy-duty-inspection-and-maintenance-program
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Table 9: Estimated Baseline Truck Emission (tpd) Associated with PR 2305
Warehouses Required to Earn WAIRE Points

2019 2023 2031
Diesel Diesel Diesel

NOx PM NOx PM NOx PM
EMFAC 2017\ 4167 | 067 |24482019| 0148 |28.3820.18| 0.1420
Baseline
Reductions from
CARB ACT, Low
NOx Omnibus and 0 0 -0.005 <-0.01 -3.3760 -0.03
Heavy Duty I/M
Regulations
Total 41.67 0.67 24:4720.19 | 0.148 | 24.7816.81 | 0.127

Passenger Vehicles

Similar to the methodology described for trucks, composite emission rates for running exhaust and
start exhaust emissions for light duty cars and trucks from EMFAC2017, default car trip lengths
from SCAG (10.6 mi./trip), and ITE trip generation rates for each warehouse category were used
to estimate emissions from passenger car travel attributed to each warehouse category. No
corrections outside of default values discussed above were made for passenger cars. Baseline
emissions for this category are shown in Table 10 below.

Table 10:  Estimated Baseline Passenger Car Emission (tpd) Associated with PR 2305
Warehouses Required to Earn WAIRE Points

2019 2023 2031
NOX D;?\jle' NOX DF')?\SAe' NOX DF')?\S;IE'
| Total 1.14 0.02 0.70 0.02 0.39 0.01

Cargo Handling Equipment

Two main types of cargo handling equipment are typically operated at warehouses. These include
yard trucks and industrial trucks (including pallet jacks and forklifts). Emissions from industrial
trucks are not estimated for PR 2305 warehouses.®* Yard trucks operated at warehouses are
typically powered by diesel engines, and can be certified as off-road (which restricts the yard truck
to one warehouse’s yard) or on-road (which allows for short trips to nearby warehouses). Some
warehouses may have more than one yard truck operating onsite, while others may have none.
Several data sources® were used to estimate the potential yard truck emissions associated with
warehouses subject to PR 2305 including:

84 Warehouses subject to PR 2305 have indoor areas that are nearly always above grade compared to the nearby truck
and trailer yard to accommodate trucks backing up to a dock. Industrial trucks therefore operate almost exclusively in
an indoor environment in these warehouses. During site visits, staff did not observe any industrial trucks powered by
internal combustion engines (ICEs) at warehouses subject to PR 2305, and operators cited the desire to avoid operating
ICEs in indoor environments.

8 population data for yard trucks operated at warehouses is not available from CARB.
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e A business survey of warehouses commissioned by South Coast AQMD.® Respondents
to this survey indicated that larger warehouses (>200,000 sq. ft.) operate an average of 3.6
yard trucks per million square feet of warehouse space, while smaller warehouses (100,000
to 200,000 sq. ft.) operate an average of 1.2 yard trucks per million square feet.

e Yard truck manufacturing data by calendar year was purchased from Powersys.®” This data
product includes an attrition model that estimates the retirement of older yard trucks
through time. Both on-road and off-road data is available from this product.

e Activity data was provided by a yard truck manufacturer. On-road yard trucks are estimated
to travel 2,145 mi/yr and off-road yard trucks are estimated to operate for 1,430 hrs/yr.

e Calendar year-specific emission rates for on-road and off-road yard trucks was obtained
from the Carl Moyer Guidelines.®®

The estimated baseline NOx and diesel PM emissions from yard trucks are presented in Table 11
below.

Table 11: Estimated Baseline Yard Truck Emissions (tpd) Associated with PR 2305
Warehouses Required to Earn WAIRE Points
2019 2023 2031
Diesel Diesel Diesel
NOx PM NOx PM NOx PM
| Total 0.09 0.003 0.09 0.003 0.08 0.003

Transport Refrigeration Units (TRUS)

Updated emission estimates were based on CARB’s current rulemaking effort affecting TRUs.%°
Half of all truck, trailer, and genset TRU emissions in the South Coast Air Basin were assumed to
be associated with cold storage warehousing as refrigerated goods must travel to or from a
warehouse for local delivery. This emission total was further reduced by the amount of cold storage
warehousing square footage subject to PR 2305 WAIRE Point requirements relative to total cold
storage warehousing in the South Coast AQMD jurisdiction (which is about 62%). Results of this
analysis are presented below in Table 12.

Table 12: Estimated Baseline TRU Emissions (tpd) Associated with PR 2305 Warehouses
Required to Earn WAIRE Points
2019 2023 2031
Diesel Diesel Diesel
NOx PM NOx PM NOx PM
| Total 1.82 0.08 1.64 0.07 1.61 0.06

86 http://www.aqmd.gov/docs/default-source/cega/handbook/high-cube-warehouse-trip-rate-study-for-air-quality-
analysis/business-survey-summary.pdf

87 https://www.powersys.com/

88 https://ww2.arb.ca.gov/sites/default/files/classic/msprog/moyer/quidelines/2017/2017 cmpgl.pdf

89 https://www.arb.ca.gov/orion/
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Summary of Baseline Emissions
Table 13 presents a summary of total baseline emissions associated with the 2,902 warehouses
expected to earn WAIRE Points under PR 2305. This emissions total represents about 19% and
28% of the South Coast AQMD carrying capacity® in 2023 and 2031, respectively.

Table 13:  Summary of Baseline Emissions Associated With PR 2305 Warehouses
Expected to Earn WAIRE Points

Emission 2019 2023 2031
Diesel Diesel Diesel

Source NOXx PM NOx PM NOXx PM

Trucks 41.67 0.67 | 24.4720.19 | 0.148 | 24.7816.81 | 0.127

Passenger |, 1, 0.02 0.70 0.02 0.39 0.01

Vehicles

Yard 0.09 0.003 0.09 0.003 0.08 0.003

Trucks

TRUs 1.82 0.08 164 0.07 161 0.06

Total 42.8744.72 | 0.7749% | 22.617-07 | 0.2278 | 27-0318.89 | 0.192253

RULE STRINGENCY

Many factors go into considering the stringency of proposed rules. For PR 2305, the draft
stringency recommended here considered the following points: the need for emission reductions
(discussed in Chapter 1), the significance of emissions associated with the warehousing industry
(discussed above in the Summary of Baseline Emissions), the potential emissions reductions from
PR 2305 when considering other measures, and the impact to industry.

Potential Emission Reductions from PR 2305 and PR 316 When Considering Other

Measures
As described in the baseline emissions inventory analysis above, recent CARB regulations have
been quantified to the extent possible. In addition, CARB’s Draft Mobile Source Strategy (Draft
MSS) is designed to consider all the other measures that may be needed across every mobile source
sector to meet various state goals, including attainment of federal air quality standards. This
strategy includes very aggressive targets across all sectors, and any shortfall in one sector (e.g.,
ocean going vessels) would need to be made up by another sector (e.g., trucks).

South Coast AQMD staff submitted comments to CARB stating the Draft MSS needs to go even
further, since emission reductions modeled in CARB’s Draft MSS are not sufficient to meet either
of the upcoming 2023 or 2031 federal deadlines for ozone reduction. Even in the most aggressive
modeling in the Draft MSS,! in 2023 more than 95% of heavy-duty trucks will be no cleaner than

% The carrying capacity is the maximum amount of NOx emissions that are allowable in the air basin while still
meeting 2023 and 2031 federal ozone standards.
%1 The Draft MSS did not explicitly consider any emission reductions from PR 2305 and PR 316.
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2010 engine standards assumed for all trucks in the baseline emissions inventory from the 2016
AQMP. This scenario projects these trucks will still make up about 57% of the truck fleet in 2031.
Since the 2016 AQMP requires a 45% and 55% reduction in NOx by 2023 and 2031 respectively,
the continued presence of large fractions of 2010 MY trucks in the fleet will hamper efforts to
meet these deadlines. Any additional emission reductions provided by PR 2305 and PR 316 would
assist in meeting the region’s federal air quality attainment needs.

Impact to Industry
Some potential impacts to industry from PR 2305 include increased costs of warehouse operations
and potential imposition of competitive disadvantages relative to warehousing in other regions.
The potential cost impacts are described in the ‘Compliance Costs’ section below, and will be
analyzed further in the socioeconomic analysis that will be released for public review at least 30
days prior to the public hearing to consider adoption of PR 2305 and PR 316.

The potential imposition of competitive disadvantages from air quality regulatory costs on the
goods movement industry has been analyzed in two studies. First, one study was conducted by
Industrial Economics Inc. (IEc)%? and funded by South Coast AQMD to analyze the potential for
PR 2305 and PR 316 to cause warehouses to relocate to nearby areas in order to avoid compliance
with the rules. The second study by Davies Transportation Consulting Inc. was funded by the ports
of LA/LB to analyze how the logistics industry might respond to a new truck rate for imported
goods at marine terminals. These studies will be discussed in greater depth in the socioeconomic
analysis, but a brief synopsis of the results is included below.

IEc Warehouse Relocation Study

The IEc study found the warehousing industry in the South Coast AQMD is robust, and has grown
at faster rates than surrounding areas (see Figure 10 and Figure 11), all while experiencing
consistent increases in rent that have outpaced neighboring markets (see Figure 12). Since 2010,
the rent increases in South Coast AQMD have average about $0.47 per sg. ft. annually, all while
growing in capacity by about 17 million sq. ft. per year. Nearby areas outside the South Coast
AQMDQSjurisdiction have only increased their rents about $0.06 per sg. ft. annually over the same
period.

Industry stakeholders interviewed as part of the IEc study pointed to several benefits that
warehouses rely on that are unique to this area, including the highly developed transportation
network of multiple ports, railways, and interstate highways, along with a large labor pool that is
difficult to access in more remote regions, and proximity to the large metropolitan customer base.

IEc modeled the potential costs that warehouses face with and without PR 2305 and PR 316 using
two different methods. These analyses took into account different costs in neighboring markets
such as rent, labor, utilities, transportation, etc., as well as costs associated with different potential
stringencies of PR 2305 and PR 316. If costs are cheaper in a neighboring region compared to
South Coast AQMD, then a warehouse would be motivated to relocate its operations. The analyses

9 Study will be included as an appendix to the socioeconomic analysis and is also located here:
www.agmd.gov/fbmsm.

% These annual $0.47/sf increased rents result in an additional cost to industry in the South Coast AQMD jurisdiction
of about $11.4 billion from 2010-2019 compared to non-District $0.06/sf increases in rents.
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considered costs for existing building stock in neighboring areas, as well as hypothetical building
stock assuming that existing vacant land that is industrially zoned could accommodate warehouses.
One method that assumed all warehouses serve all markets equally found that no warehouses
would relocate even with compliance costs of up to $2/sq. ft. of warehousing space. A more
conservative modeling method found that up to 10 warehouses would have cheaper costs today
(without PR 2305) in neighboring regions if the warehouses were solely dedicated to a single
market (e.g., serving the national market only via inbound drayage trucks from the port and
outbound trucking to intermodal railyards).*® This same conservative model found that no
additional warehouses would experience cheaper costs in neighboring areas (and hence potentially
relocate) if compliance costs from PR 2305 were at or below $1.50/sq. ft.

Figure 11: Annual Net Absorption® in Warehousing Space in South Coast AQMD
Jurisdiction and Neighboring Areas
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% As seen in Figure 10 and Figure 11, warehousing is preferentially growing in the South Coast AQMD jurisdiction
compared to neighboring markets. One indication of the conservative nature of this modeling approach is that it finds
that the opposite should be occurring in the baseline, and a small number of warehouses should relocate outside of the
South Coast AQMD jurisdiction.

% Net absorption is a common metric used to track warehouse industry growth and is defined as the amount of
warehouse space that tenants moved into minus the amount of warehouse space vacated in a given time period.
Continually rising net absorption in South Coast AQMD indicates that more warehouses are being built and occupied
than are being vacated. Negative net absorption indicates that more tenants are vacating warehouses than moving into
warehouses during a given time period.
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Figure 12: Warehousing Historical Rents in South Coast AQMD Jurisdiction and
Neighboring Areas
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Davies Transportation Consulting Port Study

The Davies study evaluated the potential for cargo diversion away from the ports of LA/LB if the
ports implemented an update to its Clean Truck Program that would impose a new truck rate on
loaded cargo containers that move through the port complex, with exemptions provided for NZE
(through 2031) and ZE trucks. This study evaluated the different types and ultimate destinations
throughout the country of cargo imported to the ports. A model was developed that evaluated the
potential costs of using different ports, including the cost of increased time to travel from east Asia
to ports in the eastern half of the United States.% This analysis found only a portion of goods are
potentially subject to diversion to different ports, even at the maximum truck rate evaluated.®” If
the truck rate were set at $70/TEU®, the study found that the potential diversion of total
containerized imports would only be up to 1.4%. The ports ultimately approved a truck rate of
$10/TEU, though they have yet to implement the rate. Based on the Davies study, this rate level
would result in 0.2% diversion of total containerized imports.

% As an example, the Davies study found that goods traveling from Shanghai to the New York/New Jersey port took
more than 10 days longer than goods travelling from Shanghai to the ports of LA/LB.

9 The Davies study found that 35% of imported goods would not relocate at all to a different port within the study
parameters (i.e., up to $70/TEU). These are goods that are goods destined for the local market or for markets within
about an 800-mile trucking distance from the ports.

% Twenty-foot Equivalent Unit. Most marine containers that are trucked out of the ports are forty-foot equivalent
units, equal to two TEUSs.

9 https://polb.granicus.com/MinutesViewer.php?view id=77&clip_id=7245.

Proposed Rules 2305 and 316 55 April 2021



https://polb.granicus.com/MinutesViewer.php?view_id=77&clip_id=7245

Second Draft Staff Report Chapter 3: Impact Assessment

Potential Impact of PR 2305 and PR 316 on Industry Competitiveness

The two studies analyze the effect of diversion of the logistics sector away from the South Coast
AQMD jurisdiction, but with important differences. The Davies study found cargo owners had
limited choices if the ports implemented the Clean Truck Program. They could either pay for the
cost of NZE or ZE trucks, pay the $10/TEU rate, or relocate to a different port.1® The study
concluded that at $70/TEU it would be more cost effective for the vast majority of goods (98.6%)
to continue using the ports of LA/LB.

Because PR 2305 and PR 316 apply at warehouses, not at ports, a cargo owner has more options
than simply paying the maximum cost of complying with these rules (through increased
warehousing costs in the South Coast AQMD jurisdiction) or diverting their cargo to another
port. Under PR 2305, cargo owners will have many options and they can implement the
cheapest option for their business operation that may be significantly lower cost than the
maximum cost option (see Table 20: Total Cost Summary of Each Compliance Scenario (2022-
2031) After Accounting for CARB’s ACT and Low NOx Omnibus Regulations).

In addition, cargo owners could utilize warehouses just outside of the South Coast AQMD
jurisdiction in neighboring areas, rather than shifting to a different port. The IEc study found the
stringency of the rule would have to be more than $1.50/sg. ft. for it to be more efficient to divert
a small amount of cargo outside of the Basin to warehouses that are not subject to PR 2305 and
PR 316. The cost of diverting cargo to other ports would be even higher than diverting it to
warehouses outside the basin, due in large part to the increased travel times: moving cargo to a
nearby region increases travel time by only a few hours,®! rather than 10+ days from moving
goods to a port on the east coast.

Finally, the Davies study and others'®? have documented the ports of LA/LB have lost market
share of containerized imports continuously since at least 2003. The reasons for this loss have been
attributed to many macroeconomic causes that outweigh any increased regulatory costs in
California, including labor stoppages in 2002 and 2014/2015, the widening of the Panama Canal
in 2016, the recent shifting of some manufacturing from east China to southeast Asia in response
to trade tensions,® increased investments in infrastructure at competing ports, the lack of
increased trade with areas outside of east Asia, etc.

Despite this longer term shift in global trade flows, containerized traffic at the ports of LA/LB has
steadily increased!®* (Figure 13) and is still expected to reach 34 million TEUs by 2040.1%
Warehousing in the South Coast AQMD jurisdiction has grown rapidly (Figure 10 and Figure 11)

100 The Davies study analyzed a variety of costs for goods travelling from Shanghai, China to Chicago, including from
ocean shipping, rail shipping, trucking, port and rail fees, the value of time differences in shipping routes, etc.

101 For example, travel time without traffic from the ports to Bakersfield is about 2.5 hours, while travel time from the
ports to Ontario (located in the Inland Empire) is about 1 hour.

102 https://www.pmsaship.com/wp-content/uploads/2019/12/Briefing-Paper-Loss-of-Market-Share-at-U.S.-West-
Coast-Ports.pdf

103 https://www.freightwaves.com/news/freight-volumes-shift-east-as-supply-chains-move-out-of-china

104 https://www.polb.com/business/port-statistics#latest-statistics,
https://www.portoflosangeles.org/business/statistics/container-statistics

105 https://scag.ca.gov/sites/main/files/file-attachments/0903fconnectsocal _goods-movement.pdf
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to accommodate this increased goods movement activity and is expected to continue.’®® Thus,
even with a loss of market share, given the significant and continued growth in the logistics
industry in South Coast AQMD’s jurisdiction, it is not clear that any logistics activity has relocated
as opposed to experiencing faster growth in other areas.!®” Similarly, the warehousing industry
has experienced significant increased costs (Figure 12), and yet has continued to grow faster than
neighboring regions (Figure 11). PR 2305 and PR 316 would also impose additional costs on the
industry, however relocation of warehousing due to these rules is not expected if costs are below
$1.75 per sq. ft. Similar to the port analysis, it is possible that the growth of warehousing may
change in the future in response to many factors (regulatory costs from CARB and/or South Coast
AQMD, land costs, labor availability, changing market conditions, etc.)*®

106 https://scag.ca.gov/sites/main/files/file-attachments/final _report 03 30 18.pdf

107 As an example, in April 2021 Maersk (the largest container shipping line in the world,
https://www.forbes.com/sites/niallmccarthy/2021/03/29/the-world-largest-container-shipping-companies-
infographic/) increased its service for the Asia-US East Coast route, but did not reduce its service for the Asia-West
Coast route (https://www.freightwaves.com/news/maersk-adding-weekly-service-to-us-east-coast). The stated
reasons for this shift are strong market demand on the US East Coast, a desire to create a more reliable service to the
US East Coast, and infrastructure bottlenecks on the US West Coast coupled, with no mention of air quality
regulations.

108 Although PR 2305 is not expected to result in relocation of logistics activity at the proposed level of stringency,
CEQA analysis requires a different legal standard of review. To be conservative in that analysis, some relocation is
therefore considered to be possible in order to evaluate any potential environmental impacts.
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Figure 13: Containerized Trade Flows at the Ports of Long Beach and Los Angeles

TEU Container Throughput for San Pedro Bay Ports

40.0 SCAG RTP
2020 Forecast

35.0 *

30.0

25.0

20.0

15.0 -

TEU's (1,000,000's)

10.0

5.0

0.0 -ttt
2000 2005 2010 2015 2020 2025 2030 2035 2040

Summary of Considerations For Determining PR 2305 Stringency
Because of the pressing need to meet federal air quality standards in 2023 and 2031, both from a
public health perspective and from a public policy perspective (e.g., avoiding federal sanctions),
the stringency of the rule should be set at a level that achieves emission reductions beyond what
other regulations will require, and that is within South Coast AQMD’s legal authority. The
immediacy of the 2023 deadline also drives a need for a phase-in schedule that can achieve
emission reductions early.

The logistics industry and warehousing in particular are robust in our region and have continued
to grow rapidly despite experiencing headwinds such as continuously increasing rents and loss of
market share to other ports. However, as demonstrated in the ‘Compliance Costs’ section below,
there will be financial impacts to industry to implement PR 2305, and it will also require many
warehouse operators and cargo owners to change their business practices to implement actions
required by PR 2305. After balancing all of these factors, staff is proposing to set the stringency
of PR 2305 at 0.0025 WAIRE Points per Weighted Annual Truck Trip (WATT),'% phased in over

109 As described in Chapter 2, warehouse operators must track their WATTS every year to determine their WAIRE
points compliance obligation.
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a three-year period after a warehouse operator’s initial requirement date. The discussion below
presents the potential impacts of PR 2305 and PR 316 based on this stringency and phase-in
schedule.

SCENARIO ANALYSIS

In response to stakeholder feedback, PR 2305 provides a flexible suite of options for warehouse
operators to comply. This proposed rule will require subject warehouse operators to annually earn
WAIRE Points!® by completing any combination of 1) implementing actions from the WAIRE
Menu, 2) developing and implementing an approved Custom WAIRE Plan, or 3) paying a
mitigation fee.

The WAIRE Menu includes 32 options to earn WAIRE Points, and any approved Custom WAIRE
Plan would include additional options as it is limited to actions not on the WAIRE Menu. With
about 4,000 warehouse operators and dozens of options available for compliance, it is not possible
to determine the precise cost or emissions impact of PR 2305 and PR 316. In addition, due to
annual compliance obligations, the potential compliance approach from one year may differ from
the approach in a following year as technologies and markets evolve, and as early investments are
utilized. Because of the variety of outcomes possible, annual updates on the implementation of PR
2305 and PR 316 will be provided to the South Coast AQMD Mobile Source Committee, and
additional information will be made available on the South Coast AQMD website. This regular
tracking, with opportunity for public input, will allow for timely adjustments to be made to the
WAIRE Program should they be necessary.

There are other similar existing programs that also include multiple compliance options including
South Coast AQMD Rule 2202 — On-Road Motor Vehicle Mitigation Options!!! and San Joaquin
Valley Air Pollution Control District (SJVAPCD) Rule 9510 — Indirect Source Review!!2, Both of
these rules allow facilities to comply through prescriptive measures in the respective rule, or
through paying a mitigation fee!™3. In the case of Rule 2202, approximately 8% of facilities pay
the mitigation fee, and the remainder choose a different compliance option.!'* In addition, Rule
9510 has shown as technologies advance, the compliance approaches change. As an example,
when SJIVAPCD Rule 9510 started in 2006, about 14% of projects reduced emissions using clean
construction equipment, whereas the most recent report from 2020 shows 42% of projects chose
this option.®

Notwithstanding the potential uncertain outcomes, a robust analytical approach has been
conducted to estimate the potential impacts of PR 2305 and PR 316, including through the

110 As described in Chapter 2 and in PR 2305 (d)(1), a facility’s WAIRE Points Compliance Obligation (WPCO) is
determined based on four parameters: 1) the number of truck trips to a facility in any given year, 2) the stringency of
the rule, 3) an annual variable that determines how quickly the rule phases in, 4) a warehouse operator’s Initial
Reporting Date based on the size of the facility.

11 http://www.agmd.gov/docs/default-source/rule-book/reg-xxii/rule-2202.pdf

12 hitp://www.valleyair.org/rules/currntrules/r9510-a.pdf

113 Called an Air Quality Investment Program fee for Rule 2202 and an Off-Site Emissions Reduction Fee for Rule
9510. Rule 9510 also allows compliance through a Voluntary Emissions Reduction Agreement that is similar to a
mitigation fee.

114 http://www.agmd.gov/home/research/documents-reports/activity-report

115 https://www.valleyair.org/ISR/Documents/2020-1SR-Final-Annual-Report.pdf
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development of 19%1¢ different scenarios designed to show the range of potential outcomes. A
description of these 19 scenarios analyzed is included in Table 14 below. The scenarios were
developed to show potential end-member impacts from all 32 WAIRE Menu actions,'!’ as well as
using mitigation fees.!8

Each scenario is structured to follow a series of choices a warehouse operator may make based on
compliance choices from a previous year. For example, if a warehouse operator purchased an NZE
Class 8 truck in their first year complying with PR 2305 to earn WAIRE Points, they were assumed
to use that same truck in subsequent years to earn additional WAIRE Points.

As a bounding analysis approach, all 2,902 warehouses were assumed to only comply with a single
scenario approach from 2022 through 2031. No single scenario in this bounding analysis is
expected to occur. Rather, they present possible extreme compliance outcomes. In reality, a hybrid
of all scenarios (or other compliance approaches encompassed within the range of scenarios
analyzed) is expected to occur.

The scenario analysis included in this second draft staff report includes minor updates since the
previously released draft staff report released on March 3, 2021. For these scenario analyses,'° all
2,902 warehouses potentially required to earn WAIRE Points were modeled for every year from
2022-2031 using their square footage and the applicable average trip generation rates'?® to
determine the amount of WAIRE Points they are required to earn in each year, referred to as their
WAIRE Points compliance obligation (WPCQO). The amount of warehousing space required to
earn WAIRE Points was grown 1.8% per year, consistent with analysis from SCAG.'?! The
prioritization steps below were used to determine how WAIRE Points would be earned for each
scenario. If sufficient WAIRE Points were not earned for any of the previous steps to satisfy a
warehouse operator’s WPCO in a given year, WAIRE Points were assumed to have been earned
from the next step.

1) Banked WAIRE Points earned in any of the previous three years'??

2) WAIRE Points earned from using vehicles or equipment?® acquired or installed in any

previous year'?
3) WAIRE Points earned from acquiring or installing vehicles or equipment

116 A new scenario was added since the Preliminary Draft Staff Report — Scenario 7a.

117 See Appendix B — WAIRE Menu Technical Report for supplemental details for each action.

118 Custom WAIIRE Plans were not modeled as they are not expected to be used by most facilities. The potential costs
and emissions impacts from Custom WAIRE Plan implementation is expected to be within the range of analysis shown
for the 18 scenarios.

119 The updated spreadsheet that includes all calculations described here is available at: www.agmd.gov/fbmsm

120 See PR 2305 (d)(1)(C)

121 https://scag.ca.gov/sites/main/files/file-attachments/final_report 03 30 18.pdf

122 pR 2305 (d)(6)(B) allows extra WAIRE Points earned in any one compliance year to be transferred for use in any
of the next three compliance years.

123 Trucks earning WAIRE Points were assumed to make 520 visits per year (10 per week), and travelled default
distances of 39.9 miles per trip for class 8, and 14.2 miles per trip for all smaller trucks. Yard trucks were operated for
1,000 hrsfyr.

124 As a simplifying assumption, the scenarios analyzed here de-netinclude ary-one half of a year’s usage of equipment
or vehicles in the year it was installed or acquired. Hewever—it-is-expected-that the-usage-of equipment-orvehicles
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4) Mitigation fees were assumed paid to provide supplementary WAIRE Points if other
prescribed actions within a scenario were not available or sufficient to satisfy the WPCO.

Table 14:  Scenario Descriptions

#
1

7a

10
11

12

13

14
15
16

17
18

Scenario Description Notes
NZE Class 8 truck acquisitions and subsequent visits
from those trucks
One additional truck is acquired earlier than required,
thus increasing WAIRE Points earned from truck visits
in subsequent years.
No WAIRE Points earned for truck acquisitions.
Mitigation fees paid to earn WAIRE Points in first year
of compliance.
NZE Class 8 truck visits from non-owned fleets No WAIRE Points earned for truck acquisitions.
No WAIRE Points earned for truck acquisitions. ZE
Class 8 trucks are assumed to not be commercially
available until late 2022. Mitigation fees paid to earn
WAIRE Points until then.
Chargers provide ~30,000 kWh/year per Class 6 truck,
and ~90,000 kwh/yr per Class 8 truck. Class 8 trucks
only acquired if 25 Class 6 trucks had been previously
purchased for one warehouse.

NZE Class 8 truck acquisitions and subsequent visits
from those trucks (early purchase)

NZE Class 8 truck acquisitions (funded by Carl Moyer
program) and subsequent visits from those trucks

ZE Class 8 truck visits from non-owned fleets

Level 3 charger installations followed by ZE Class 6 &
Class 8 truck acquisitions and subsequent visits from
those trucks, using installed chargers

Pay Mitigation Fee

Pay Mitigation Fee and account for NZE trucks visiting - .

the facility incentivized from the WAIRE Mitigation In.C?nt“."ZEd truclfs earm WAIRE Points and reduce
mitigation fees paid.

Program

NZE Class 6 truck acquisitions and subsequent visits

from those trucks

NZE Class 6 truck visits from non-owned fleets No WAIRE Points earned for truck acquisitions.
ZE Class 6 truck visits from non-owned fleets No WAIRE Points earned for truck acquisitions.

Solar panel coverage limited to 50% of building square
Rooftop solar panel installations and usage footage. Mitigation fees used to make up any shortfall

in WAIRE Points.
Hydrogen station installations followed by ZE Class 8 System installation in first year is followed by a truck
truck acquisitions and subsequent visits from those acquisition. In subsequent years trucks are only
trucks, using the hydrogen station acquired if needed to earn WAIRE Points.
ZE Class 2b-3 truck acquisitions and subsequent visits
from those trucks

ZE Class 2b-3 truck visits from non-owned fleets
Filter System Installations
Filter Purchases

TRU plug installations and usage in cold storage Scenario is only applied to cold storage warehouses.
facilities Plugs limited to 1:10,000 sq. ft. of building space.

ZE Hostler Acquisitions and Usage

Emission Reductions

The total potential emission reductions associated with PR 2305 and PR 316 from each scenario

abo

ve are presented in and below.'?® The methods used to calculate the emission reductions are

125 Appendix D includes a discussion of how ‘SIP creditable’ emission reductions can potentially be determined.
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consistent with the baseline emissions inventory methodology described above, or with the
WAIRE Menu Technical Report in Appendix B, as applicable.!?® Emission reductions from
mitigation fees paid to earn WAIRE Points are assumed to achieve NOx emission reductions at
$100,000/ton in the year after the fee was paid (consistent with current criteria used for funding
Class 8 NZE trucks). Although individual funded projects would vary in the amount of reductions
and the duration over which the reductions occur, this simplified approach is sufficient to evaluate
programmatic impacts of an ongoing WAIRE Mitigation Program. Emission reductions from the
Mitigation Program would be lower than shown in these tables if a portion of the funding goes
towards projects that facilitate emission reductions from other programs (such as ZE
charging/fueling infrastructure).

Seenario | 2022 | 2023 | 2024 | 2025 | 2026 | 2027 | 2028 | 2029 | 2030 | 2031
15 0 0 0 0 0 0 9 9 0 0
16 0 0 0 0 0 0 9 9 0 0

a Nla a Aac am on-red on om-tha 000-Mmuas N a a aad-of on 00 ala
at-the-40,000-miles-that-earn-WAIRE Points: The emission reductions calculated in this second draft staff report do
not allow a separation of reductions before CARB’s ACT, HD I/M, and Low NOx Omnibus reductions as those
regulations have now been integrated fully into the analysis. The only emission reductions shown in this draft fully
account for those regulations.

127 Emission Reductions from power plants are capped by the total amount of fossil fuel power plant emissions that
occur in South Coast AQMD while solar panels generate power, and additional reductions are added from the WAIRE
Mitigation Program.
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3 0 0010 | 0028 | 0032 | 0035 | 0036 | 0034 | 0037 | 0038 0-038
4 6009 | 0015 | 00825 | 6029 | 0063 | 0032 | 0833 | 0033 | 60834 0-034
5 9 6644 | 0020 | 0024 | 00625 | 0026 | 6026 | 0027 | 0027 0027
6 0 0 0002 | 0006 | 0009 | 083 | 002 | 6043 | 60613 0014
o 8 6001 | 0004 | 0006 | 0BOF | 0008 | 0008 | 0008 | 0008 6608
fa 8 6007 | 00615 | 6024 | 0B30 | 603% | 6032 | 6032 | 8033 0633
8 8 6003 | 0008 | 6015 | 0848 | 6020 | 0021 | 602% | 6022 0622
9 0023 | 0810 | 0018 | 6020 | 6022 | 0B22 | 6022 | 00622 | 6022 0622
10 0023 | 0810 | 0018 | 06020 | 6022 | 0B22 | 6022 | 0822 | 6022 0622
11 8 8 8 8 0 8 9 8 9 8
12 9 0000 | 0003 | 0005 | 066068 | 007 | 6020 | 00623 | 0023 0024
13 0 0004 | 0009 | 0016 | 0048 | 0010 | 0019 | 0010 | 0019 0019
14 6004 | 0010 | 0016 | 6049 | 0619 | 0019 | 0619 | 0019 | 6649 0019
i5 0 0 0 0 0 0 0 0 9 0
16 0 0 0 0 0 0 0 0 0 0
s 9 0-001 | 0004 | 0005 | 0005 | 0004 | 6003 | 0002 | 0:00% 0000
18 8 6001+ | 0002 | 0003 | 0BO3 | 0003 | 0003 | 6003 | 6003 0-663

As discussed in the Baseline Emissions Inventory section above, CARB regulations are expected
to also reduce emissions from trucks going to PR 2305 warehouses. Tables 3715 and 48-16 below
show the ‘surplus’ emission reductions that would be expected for each scenario after taking into
account emission reductions from CARB’s ACT, Low NOx Omnibus, and Heavy Duty I/M rules.
As stated in the Air Quality Need section of Chapter 1, there is no requirement that the emission
reductions from statewide rules will apply in the South Coast AQMD jurisdiction, and PR 2305
and PR 316 would ensure that higher emission reductions are actually achieved here, as
demonstrated in and .
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Table 15:  NOx Emission Reductions (tpd) for 19 Bounding Analysis Scenarios After
Discounting Reductions from CARB Regulations

Scenario | 2022 | 2023 | 2024 | 2025 | 2026 | 2027 | 2028 | 2029 | 2030 | 2031
1 0 10 22 33 35 32 30 29 28 27
2 0 13 23 38 37 35 33 3.0 28 26
3 0 47 72 49 43 39 36 33 31 29
4 10 18 31 35 35 3.1 27 24 22 21
5 0.0 54 28 33 35 35 35 34 33 32
6 0 0.0 0.4 11 15 17 18 18 17 16
7 0.0 37 8.8 150 | 176 | 189 | 192 | 196 | 199 | 203
Za 0 0.9 19 29 37 37 37 36 35 34
8 0.0 05 14 24 29 30 30 31 32 32
9 10 17 29 33 34 33 33 32 3.2 3.2
10 11 19 32 37 39 39 39 39 39 39
11 0.0 0.2 17 10 115 | 140 | 182 | 184 | 187 | 192
12 0.0 0.0 0.4 07 11 22 26 28 28 28
13 0.0 0.4 0.8 36 41 12 11 10 0.9 0.8
14 0.4 10 14 15 14 13 12 10 0.9 0.8
15 0 0 0 0 0 0 0 0 0 0
16 0 0 0 0 0 0 0 0 0 0
17 0.0 0.0 01 0.2 0.3 0.3 0.3 0.3 0.3 0.2
18 0.0 0.0 01 01 01 01 01 01 01 01

Scenario | 2022 | 2023 | 2024 | 2025 | 2026 | 2027 | 2028 | 2029 | 2030 | 2031
1 0.5 1.0 19 2.6 2.9 3.0 3.0 3.0 3.0 2.9
2 0.7 12 2.1 2.8 3.1 3.2 3.2 3.2 3.1 3.1
3 0.5 3.6 3.0 3.4 3.6 3.6 3.6 3.5 3.5 3.5
4 1.0 15 2.5 2.8 2.9 2.8 2.6 24 2.1 18
5 0 51 2.3 2.6 2.7 2.6 2.4 2.2 19 16
6 0 0.1 0.5 0.9 12 14 15 15 15 14
7 0 3.7 88 | 150 | 176 | 189 | 19.3 | 19.6 | 20.0 | 20.3
7a 0 0.7 15 2.4 2.9 2.9 2.9 2.8 2.8 2.7
8 0.3 0.6 12 1.8 2.2 2.3 2.3 2.2 2.1 2.0
9 1.0 14 2.3 2.6 2.6 2.4 2.2 19 17 14
10 1.1 15 2.5 2.8 2.9 2.7 2.4 2.2 19 15
11 0.0 0.2 17 1.0 | 111 | 132 | 146 | 154 | 143 | 129
12 0.0 0.1 0.5 0.8 13 17 19 2.0 2.0 2.0
13 0.2 0.5 0.9 12 12 12 11 1.0 0.9 0.8
14 0.4 0.9 14 15 14 12 1.0 0.8 0.7 0.5
15 0 0 0 0 0 0 0 0 0 0
16 0 0 0 0 0 0 0 0 0 0
17 0 002 | 01 0.2 0.3 0.3 0.3 0.2 0.2 0.1
18 00 | 0.04 | 01 0.1 0.1 0.1 0.1 0.1 0.1 0.1
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Table 16:  Diesel PM Emission Reductions (tpd) for 19 Bounding Analysis Scenarios
After Discounting Reductions from CARB Regulations
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Scenario | 2022 | 2023 | 2024 | 2025 | 2026 | 2027 | 2028 | 2029 | 2030 | 2031

1 0.004 | 0.007 | 0.014 | 0.019 | 0.021 | 0.022 | 0.022 | 0.023 | 0.023 | 0.023
2 0.006 | 0.009 | 0.015 | 0.021 | 0.022 | 0.023 | 0.024 | 0.024 | 0.024 | 0.024
3 0.004 | 0.012 | 0.021 | 0.023 | 0.025 | 0.025 | 0.025 | 0.025 | 0.025 | 0.025
4 0.009 | 0.011 | 0.018 | 0.020 | 0.021 | 0.021 | 0.020 | 0.018 | 0.016 | 0.014
5 0 0.010 | 0.015 | 0.017 | 0.017 | 0.017 | 0.016 | 0.015 | 0.013 | 0.011
6 0 0.001 | 0.003 | 0.005 | 0.007 | 0.008 | 0.008 | 0.009 | 0.009 | 0.009
7 0 0.001 | 0.004 | 0.006 | 0.007 | 0.008 | 0.008 | 0.008 | 0.008 | 0.008
7a 0 0.005 | 0.011 | 0.017 | 0.021 | 0.021 | 0.021 | 0.021 | 0.021 | 0.021
8 0.023 | 0.008 | 0.013 | 0.015 | 0.015 | 0.014 | 0.013 | 0.012 | 0.011 | 0.009
9 0.023 | 0.008 | 0.013 | 0.015 | 0.015 | 0.014 | 0.013 | 0.012 | 0.011 | 0.009
10 0 0 0 0 0 0 0 0 0 0

11 0 0.001 | 0.008 | 0.005 | 0.008 | 0.012 | 0.013 | 0.014 | 0.014 | 0.014
12 0.001 | 0.005 | 0.010 | 0.014 | 0.016 | 0.017 | 0.017 | 0.017 | 0.017 | 0.017
13 0.004 | 0.010 | 0.016 | 0.018 | 0.018 | 0.017 | 0.016 | 0.015 | 0.013 | 0.011
14 0 0 0 0 0 0 0 0 0 0

15 0 0 0 0 0 0 0 0 0 0

16 0 0.001 | 0.004 | 0.005 | 0.005 | 0.004 | 0.008 | 0.002 | 0.001 | 0.000
17 0.000 | 0.001 | 0.002 | 0.003 | 0.003 | 0.003 | 0.003 | 0.003 | 0.003 | 0.003
18 0.023 | 0.008 | 0.013 | 0.015 | 0.015 | 0.014 | 0.013 | 0.012 | 0.011 | 0.009

WAIRE Program Compliance Costs
There are five types of compliance costs warehouse operators may experience with PR 2305 and
PR 316 including: 1) costs to implement actions from the WAIRE Menu, 2) costs to develop and
implement a Custom WAIRE Plan, 3) optional mitigation fees, 4) administrative fees pursuant to
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PR 316, and 5) costs associated with reporting and recordkeeping. The analysis presented here is
a preliminary draft, and staff anticipates continuing to work on these estimates. Costs can be
analyzed in a number of ways with a rule that includes as many options as PR 2305. One approach
is to calculate costs using the scenario analysis presented above. A discussion of cost estimates
with this approach is below. Because of the variability in emissions estimates and cost estimates
in the extreme bounding analyses presented in the scenarios, cost effectiveness calculations may
appear different than typical rules and regulations that have less flexibility than PR 2305. Although
the bounding analysis scenarios presented are not expected to occur, the analytic approach
provides a sound methodology to estimate average costs for any warehouse operator who chooses
a scenario approach, both in terms of dollars per square foot of warehouse, as well as cost
effectiveness (dollars per ton NOx reduced).

Scenario Cost Analysis

Preliminary expected costs resulting from each of the 19 bounding compliance scenarios are
discussed below. The majority of expected costs result from the capital cost associated with the
estimated number of equipment acquisitions (ZE and NZE trucks, solar panels, charger
installations, etc.) and the operating and maintenance (O&M) costs associated with usage of the
equipment (fuel and electricity consumption, truck maintenance, etc.) in each scenario. This
analysis attempts to isolate and attribute capital and O&M costs for only the equipment
incremental to  current CARB  regulations such as CARB’s ACT and Low
NOx Omnibus regulations.

Table 20: Total Cost Summary of Each Compliance Scenario (2022-2031) After Accounting
for CARB’s ACT and Low NOx Omnibus Regulations at the end of this preliminary
analysis shows discounted total costs over a ten-year compliance time horizon (2022 — 2031). The
costs shown in this analysis are in 2018 dollars and have not been discounted to account for the
time value of money. Unless specified otherwise in the discussion here, incremental capital and
O&M cost estimates are based on the analysis in the WAIRE Menu Technical Report in Appendix
B, and the references contained therein.

To facilitate the discussion of the cost calculations, scenarios are grouped based on their
compliance strategy. The groupings are comprised of (1) mitigation fees only; (2) truck acquisition
and associated visits; (3) truck visits from non-owned fleets; (4) equipment acquisition and
associated usage, and; (5) equipment/truck acquisition and associated usage/visits.

Mitigation Fees Only - Scenario 7 and 7a

The cost calculation for Scenario 7: Pay Mitigation Fee is straightforward. In lieu of earning
WAIRE Points from equipment acquisitions and usage, all facilities choose to pay a fee of $1,000
for each WAIRE Point in their WPCO attributed to their facility in every year of compliance. The
total cost associated with the mitigation fee presented here does not reflect earning any Points from
any other actions, such astruck acquisitions and visits resulting from CARB’s ACT
regulations, and should be considered a conservative high-end estimate. It is likely trucks
purchased and used due to CARB’s ACT regulations will be used to earn WAIRE Points to reduce
the total amount of mitigation fees collected.** This scenario also conservatively does not include
any Points that might be earned from any trucks that are incentivized through the WAIRE
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Mitigation Program. Including these assumptions would significantly lower the cost, and the
potential emission reductions from this scenario. This scenario is presented in all of the summary
charts below as a point of comparison.

Scenario 7a assumes that facilities pay the mitigation fee and also actively track NZE truck visits
from trucks funded by the mitigation fees. Facilities earn Points from visits from trucks purchased
with collected mitigation fee funds. These points help to reduce a facilities’ future year compliance
obligation that would have otherwise been met through mitigation fee payments.

Figure 14: Potential Bounding Analysis Costs from Mitigation Fee Scenarios below presents
total costs in each compliance year (2022 — 2031) for each mitigation fee scenario in dollars per
square foot.

Figure 14: Potential Bounding Analysis Costs from Mitigation Fee Scenarios
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Truck Acquisition and Associated Visits - Scenarios 1, 2, 3, 8, 13, and 18

Each scenario in this compliance strategy grouping relies on earning Points through purchase of
clean trucks (NZE Class 8, NZE Class 6, ZE Class 2b-3, and ZE hostlers) and their subsequent
usage (i.e. visits to the warehouse facility). Only those vehicle purchases and visits incremental
to existing CARB regulations are considered.

Figure 15: Potential Bounding Analysis Costs from Truck Acquisition and Subsequent Usage
Scenarios below presents total costs (truck acquisition and usage) in each compliance year (2022
—2031) for each scenario in dollars per square foot.
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Figure 15: Potential Bounding Analysis Costs from Truck Acquisition and Subsequent Usage
Scenarios
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Table 17 below presents capital costs of Diesel and NZE trucks. These costs are assumed to remain
constant across the entire compliance period.*?812° Per unit incremental costs of NZE Class 8 and
Class 6 trucks are assumed to be $65,000 and $30,000, respectively. These costs are inclusive of
state sales and federal excise taxes and based on analysis documented in the WAIRE Menu
Technical Report and the references cited therein.

Capital costs of battery-electric ZE trucks are expected to decrease over time as a result of
decreased battery costs. Projected capital costs over time for each ZE vehicle class can be found
in Table 18: Capital Cost by ZE Truck Class and Year below.!3%13:132 The incremental
acquisition cost is set equal to the difference between the capital cost of each ZE truck and it’s
diesel equivalent. An 8% sales tax is also applied to each ZE truck acquisition_and a 12% federal
excise tax is applied to all ZE Class 8 acquisitions.

When the number of truck purchases in any compliance year for a given scenario falls below the
expected number of truck purchases in CARB’s EMFAC 2017 projections for that year, the
incremental acquisition cost for each truck class and fuel type is used. However, if the number of
truck purchases in a scenario exceeds EMFAC 2017 projections, the full capital cost associated
with each truck type is used for those trucks above projections. No financing costs have been
included in this analysis.

Scenario 3 assumes all trucks purchased are subsidized by Carl Moyer incentive funds and no
WAIRE Points (or costs) are attributed to warehouse operators for these vehicle purchases.
Because no Points are earned for NZE Class 8 truck acquisitions in Scenario 3, it is necessary for
facilities to pay a mitigation fee for the additional WAIRE Points needed for compliance in each
calendar year (2022 — 2031) in which visits from Moyer-funded trucks are not sufficient to meet
the WPCO.

Table 17:  Capital Costs for Diesel and NZE Truck Acquisitions

Vehicle Class Diesel NZE
Class 2b-3 $50,000 N/A
Class 6 $85,000 | $115,000
Class 8 $130,000 | $195,000

128 Capital costs for diesel trucks can be found in Table C-6 of the CARB ACT Appendix C-1 — SRIA submitted to
DoF: https://ww3.arb.ca.gov/regact/2019/act2019/appc.pdf

129 Capital costs for NZE Class 8 trucks can be found in Table 31 of the 2018 Feasibility Assessment for Drayage
Trucks: https://cleanairactionplan.org/documents/final-drayage-truck-feasibility-assessment.pdf/. Class 6 capital
costs were calculated by taking the ratio of capital costs for NZE Class 6 and 8 trucks found in the WAIRE Menu.
130 Capital costs for each ZE truck class (2b-3, 6, 8) for model years 2024-2030 are taken from CARB’s ACT Appendix
C-1 — SRIA as submitted to DoF (Table C-7): https://ww3.arb.ca.gov/regact/2019/act2019/appc.pdf.

131 To fill in missing years (2022, 2023), ZE capital costs were linearized between 2018 and 2024. 2031 costs assumed
to be equal to 2030.

132 ZE Hostler capital cost projections are not available for future years. Staff applied a yearly cost multiplier based
on ZE Class 2b-3 capital costs to the incremental cost of ZE Hostlers included in the WAIRE Menu. A cost multiplier
is generated by taking ratio of difference in capital cost in each year (2022 -2031) to the difference in capital costs in
year 1 (2022).
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Note: Capital costs for diesel trucks listed here are pre-tax.
NZE capital costs include sales taxes (Class 8 and Class 6) and federal excise taxes (Class 8 only).

Table 18: Capital Cost by ZE Truck Class and Year

ZE
Year ZE Class 8 ZE Class 6 Class

2b-3
2022 | $265,5563$292,544 | $134.877$155,055 | $71,920
2023 | $231,2363$246,948 | $125:177$143,904 | $68,318
2024 $201,351 $116,14743133,554 | $64,896
2025 $194,134 $112.591$128,321 | $63,635
2026 $188,312 $109,702$124,112 | $62,599
2027 $183,371 $107,253$120,563 | $61,684
2028 $178,870 $105,025$117,345 | $60,829
2029 $174,809 $103,016%$114,456 | $60,035
2030 $170,748 $101,0083111,568 | $59,241
2031 $170,748 $104,00$111,5688 | $59,241

Note: Capital costs for all ZE trucks listed here are pre-tax

Costs associated with the use/visits of facility-owned NZE and ZE trucks is done on a per-mile
basis. Per-mile usage costs resulting from fuel consumption and other costs (including
maintenance, fees, insurance, and mid-life costs) were calculated for all truck classes and fuel
types and then multiplied by the expected VMT in each compliance year for each scenario. 3313413
A breakdown of total usage costs for each truck class and fuel type can be found in Table 19
below. Per-mile usage costs (not considering capital costs) of Class 6 and 8 NZE trucks is slightly
lower than diesel, and results in a modest net savings to facilities. Per-mile usage costs of Class
2b-3, 6, and 8 ZE trucks is significantly lower than diesel and results in a net savings to
facilities. Additionally, for Scenario 18, the incremental cost associated with ZE hostler/yard truck
usage is taken from the WAIRE Menu Technical Report in Appendix B ($6,250/1000 hours), and
the references therein.

133 Data on maintenance costs, mid-life costs, fuel cost and fuel economy for diesel, ZE and NZE trucks is taken from
the WAIRE Menu Technical Report in Appendix B.

134 Vehicle fees for all ZE and diesel truck classes are taken from CARB’s ACT Total Cost of Ownership document:
https://ww3.arb.ca.gov/regact/2019/act2019/apph.pdf. Fees for NZE trucks are assumed to be the same as diesel
trucks.

135 Annual insurance costs assumed to be equal to 3% of vehicle value. Vehicle value assumed to decrease by 10% in
years 2-8 and an additional 5% in years 9-11. The average annual cost is included in the per mile cost analysis.
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Table 19:  Annual Operating and Maintenance Costs by Vehicle Class and Fuel Type (in
2018 Dollars)

Vehicle | Fuel Total Annual | Total Annual A-Ir-1?1t3;| $/mile
Class | Type Fuel Cost Other Cost Miles
Diesel $34,231 $15,306 54000 $0.92
C'E‘;"SS ZE $16,875$13,125 | $18,071$16,361 | 5400042000 | $0.7065
NZE $30,918 $16,841 54000 $0.88
Diesel $12,130 $7,844 24000 $0.83
C'é"‘ss ZE $3,923 $7,238 24000 $0.47
NZE $9,219 $8,525 24000 $0.74
Class | Diesel $2,418 $4,221 15000 $0.44
2b-3 ZE $1,508 $3,843 15000 $0.36

Truck Visits from Non-owned Fleets - Scenarios 4, 5, 9, 10, and 14

Scenarios associated with this compliance strategy grouping earn WAIRE Points solely from visits
to their facilities from non-owned NZE or ZE trucks. Costs for these scenarios only include visits
above and beyond those resulting from existing CARB regulations. To calculate expected costs
due to PR 2305, the incremental cost associated with each visit by truck class and fuel type was
taken-from-the WAIRE-menucalculated based on the total cost of ownership (TCO) and multiplied
by the number of visits by non-owned trucks necessary to comply in all compliance years.

A TCO analysis was performed for each truck class and fuel type for each compliance year using
the assumed acquisition and usage costs described above. A 4% financing rate was used over a
five-year financing period. A 12-year useful life is assumed for all trucks and a 4% discount rate
was used to discount all costs in years beyond 2022. The TCO for all diesel and NZE trucks is
constant over the compliance period and does not vary based on the year purchased. Because
capital costs for ZE trucks are assumed to decline over time, the TCO does vary by purchase year.
For a more detailed discussion of the TCO analysis, please see the Compliance Costs section of
the PR2305 Draft Socioeconomic Impact Assessment dated April 2021.

The analysis for scenarios 9 and 10 indicates that if all warehouse operators only complied using
ZE or NZE Class 6 trucks as a bounding analysis, that the total VMT associated with WAIRE
Points could exceed the VMT from these Class 6 trucks in EMFAC. To account for the shortfall
in this bounding analysis, the analysis does not include WAIRE Points beyond existing VMT in
EMFAC, and assumes that warehouse operators earn the remaining WAIRE Points necessary for
compliance by paying the mitigation fee. Figure 16: Potential Bounding Analysis Costs
from Truck Visits from a Non-owned Fleet below presents total costs, including non-owned truck
visits and the mitigation fee (Scenario 5 only), in each compliance year (2022 — 2031) for each
scenario in $/sq. ft.

Proposed Rules 2305 and 316 72 April 2021



Second Draft Staff Report Chapter 3: Impact Assessment

Figure 16: Potential Bounding Analysis Costs from Truck Visits from a Non-owned Fleet
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Equipment Acquisition and Associated Usage - Scenarios 11, 15, 16, and 17

Facilities in these scenarios meet their WAIRE Point obligation by acquiring and using clean
technologies, such as solar panels (Scenario 11), filter systems (Scenario 15), filters only (Scenario
16), and TRU plugs (Scenario 17). Costs associated with the acquisition and usage of these
technologies, as well as construction and permitting costs for TRU plug installs are listed in the
WAIRE Menu Technical Report in Appendix B. Usage of installed solar panels results in a cost
savings equal to the assumed electricity price of $0.17 per KWh. TRU costs were only applied to
cold storage warehouses. Construction and permitting costs associated with TRU plug installations
have been included. For Scenario 17 only, it is necessary for facilities to pay a mitigation fee for
the additional WAIRE Points needed for compliance in each calendar years 2024 — 2031. Figure
17:  Potential Bounding Analysis Costs from Non-truck Equipment and Associated Usage
presents total costs in each compliance year (2022 — 2031) for Scenarios 11, 15, 16, and 17 in $/sq.
ft.
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Figure 17: Potential Bounding Analysis Costs from Non-truck Equipment and Associated
Usage
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Equipment/Truck Acquisition and Associated Usage/Visits - Scenarios 6 and 12

Scenarios 6 and 12 assume facilities use both ZE truck and charging/fueling infrastructure
acquisitions and their associated usage to earn WAIRE Points. Scenario 6 combines Level 3
charger installations with Class 6 and 8 ZE truck purchases. Scenario 12 combines hydrogen
station installations and Class 8 ZE truck purchases. Incremental acquisition costs for Class 6 and 8
ZE trucks can be found in Table 18. Level 3 charger and hydrogen station installation and usage
costs are also listed in the WAIRE Menu Technical Report in Appendix B, along with construction
and permitting costs for charger installation projects. To avoid double-counting, no costs are
accumulated for charger usage as electricity costs are already accounted for in the per-mile usage
costs for Class 6 and 8 ZE trucks. This analysis also assumes hydrogen costs decline over time
from roughly $9.75/kg per in 2020 to $6.20/kg in 2031.1% Figure 18: Potential  Bounding
Analysis Costs from Equipment Acquisition (Truck and Non-Truck) and Associated Visits/Usage
below presents total costs for both scenarios in each compliance year (2022 — 2031) in $/sqg. ft.

Figure 18: Potential Bounding Analysis Costs from Equipment Acquisition (Truck and
Non-Truck) and Associated Visits/Usage
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13 Hydrogen cost projections can be found in CARB ACT Appendix C-1 — SRIA submitted to DoF (Figure C-5):
https://ww3.arb.ca.gov/regact/2019/act2019/appc.pdf
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Table 20 below shows a cost summary for each compliance scenario including net present value
(assuming 1% discount rate), average annual cost, and a weighted average annual cost per square
foot of warehouse space after taking into account equipment acquisition from CARB’s ACT,

Low NOx Omnlbus Leereferenee—ZUeelewshemmeeespsummapyieeeaeheemphahee

regelfatlehs)—The total costs presented here are |nclu5|ve of all admmlstratlve costs and fees
related to compliance. These administrative costs are explalned in more detail in the next section
of this report. Ay b 72Ny 50-09

The costs presented here are default calculations broadly applicable to the industry, however
individual warehouse operators may identify different specific costs for their operations.
Warehouse operators are assumed to gravitate towards the lowest cost options for their specific
situations. As such, the maximum cost that warehouse operators would be expected to incur is
about $6-783%0.83/sq. ft./yr. resulting from the mitigation fee-only scenario. However, based on the
cost analysis, it is likely that in most situations warehouse operators will identify substantially
cheaper options that work within their operations.
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Table 20: Total Cost Summary of Each Compliance Scenario (2022-2031) After

Accounting for CARB’s ACT and Low NOx Omnibus Regulations

Equipment Discounted Discounted Average Average
Total Costs - Total Costs - | Annual Cost Annual
NPV (1%) NPV (4%) (in millions) | Cost ($/sq.
(in millions) (in millions) fit)
Scl NZE Class 8 $1,225.7 $1,102.6 $127.2 $0.16
Sc2 NZE Class 8 $1,345.1 $1,219.9 $139.2 $0.17
Sc3 NZE Class 8 $430.2 $374.4 $45.2 $0.06
Sc4 NZE Class 8 $887.4 $749.5 $94.1 $0.12
Sch ZE Class 8 $1,067.2 $941.8 $111.5 $0.14
Sc6 ZEClass 6 & 8 $1,799.3 $1,603.8 $187.3 $0.23
Sc7 Mitigation Fee $6,298.0 $5,264.0 $670.2 $0.83
Sc7a Mitigation Fee $1,097.7 $985.5 $114.0 $0.14
Sc8 NZE Class 6 $1,785.0 $1,627.1 $184.3 $0.23
Sc9 NZE Class 6 $553.6 $467.6 $58.7 $0.07
Scl10 ZE Class 6 -$114.9 -$87.3 -$12.6 -$0.02
Scll Solar $9,796.9 $9,712.2 $979.0 $1.21
Scl2 ZE Class 8 $8,117.5 $7,445.5 $836.7 $1.04
Scl3 ZE Class 2b-3 $803.2 $752.8 $82.1 $0.10
Scl4 ZE Class 2b-3 $1,128.8 $978.3 $118.7 $0.15
Scl5 Filter System $5,985.7 $5,056.7 $634.7 $0.79
Scl6 Filter $5,862.9 $4,953.4 $621.6 $0.77
Scl7 TRU $54.2 $45.8 $5.7 $0.70
Scl18 Yard Trucks $1,152.6 $1,028.7 $120.0 $0.15
Equipment NPV Average-Annual  Average-Annual
Cost Cost{$/sg—ft)
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Table-21:

Seenario#

Sel

Se2

Se3

Se4 .

WAIRE Program Administrative Costs

PR 316 Estimated Costs

PR 316 details the administrative fees that PR 2305 regulated entities must pay to fund South Coast
AQMD compliance activities for PR 2305. The total annual cost for South Coast AQMD to
administer and enforce the WAIRE Program was determined as a function of the fully burdened
hourly rates for staff multiplied by the total staff time required to process the three types of reports
required by PR 2305, including the Warehouse Operations Notification, Initial Site Information
Report, and the Annual WAIRE Report —and all the associated auditing and enforcement activities
for the WAIRE Program. In addition, reporting would be conducted through a new web portal,
which includes an estimated $25,000 annually to maintain. Warehouse Operations Notifications
require significantly less information than the other two reports

There are 3,320 warehouse owners expected to initially submit a Warehouse Operations
Notification, and about 4,000 initial warehouse operators across 2,902 warehouses that are
expected to submit an Initial Site Information Report and Annual WAIRE Report during their first
year that they would need to earn WAIRE Points. As described in Appendix C, an estimated 515
warehouse owners are operators who would need to submit a one-time Initial Site Information
Report and Annual WAIRE Reports thereafter. The remaining warehouses are assumed to get a
new operator every five years. Table 22 below shows how many reports are expected every year
through 2031, including accounting for continued growth in the warehousing industry.
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Table 22: Number of Reports Submitted by PR 2305 Warehouses Each Year

Warehc_)use Initial Site Annual WAIRE
Rl Opgr_atlo_ns Information Report Report

Notification
2021 3,320 0 0
2022 561 1,333 1,333
2023 561 1,894 2,695
2024 561 1,894 4,073
2025 578 578 4,120
2026 584 584 4,167
2027 591 591 4,214
2028 598 598 4,261
2029 604 604 4,308
2030 611 611 4,355
2031 617 617 4,402

Table 23 below shows the estimated average level of effort, burdened rates for staff, and costs for
each report.

Table 23: PR 316 Fee Evaluation

Burdened Warehquse Initial Si_te Annual
Staff Hourly Rate Operations | Information WAIRE
Notification Report Report
Planning & Rules Manager $141.29 0.05 hrs 0.1 hrs 0.2 hrs
Program Supervisor $126.57 0.05 hrs 0.2 hrs 0.6 hrs
Air Quality Specialist $110.28 0.1 hrs 1.0 hrs 1.75 hrs
Air Quality Inspector Il $94.78 0 hrs 0.5 hrs 1.25 hrs
Staff Cost per Report $24.42 $135.59 $387.41
Web Portal Cost per Report $5.09 $5.09 $5.09
Total Cost per Report*3’ $29.51 $140.68 $392.50

Finally, Custom WAIRE Plan Application Evaluations will be assessed on a level of effort basis.
A fee of $161.25 will be assessed for every hour of review, consistent with plan review fees for
other South Coast AQMD programs.®® Reviews are expected to require multiple hours of staff
time, and an initial fee will be assessed when the application is submitted equal to five hours of
review ($806.25). If review requires less than five hours, then a refund will be provided to the
applicant.

137 Similar to other South Coast AQMD fees in Regulation I11, costs are expected to increase through time, consistent
with the Consumer Price Index including for increased staff costs and overhead costs from inflation. All fees in
PR 316 will therefore be adjusted periodically consistent with all other Regulation I11 fees pursuant to Rule 320.

138 Rule 306(d)
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Warehouse Operator Administrative Costs

Warehouse operators are expected to experience administrative costs associated with
recordkeeping and reporting for PR 2305.1%° There are three main administrative costs that
operators required to earn WAIRE Points will experience: reporting costs, total truck count costs,
and NZE/ZE truck recording. The reporting associated with Initial Site Information Reports and
Annual WAIRE Reports is expected to be similar to the kind of reporting required in CARB’s
ACT regulation, specifically for large entity reporting, and is estimated to be no more than 25
hours of work totaling $1,250 per year.4

The total truck count costs are associated with counting all truck trips to/from a warehouse in order
to determine the WPCO. A variety of different methods exist to count trucks, such as security
cameras that include a log of vehicles that pass the camera, in-road sensors which can count truck
trips and identify the number of axles per truck, the use of an onsite personnel to check in all
vehicles that enter, telematics systems, etc. Warehouse operators may already have measures in
place for security and tracking purposes and would not experience additional costs from PR 2305
for installing new systems. To estimate administrative costs for this activity, the video recording
method described in the WAIRE Implementation Guidelines is used as a default. This method
allows a warehouse operator to record 24 hours of continuous video at each of their truck gates
(assume an average of two per facility) one weekday and one weekend day per month that represent
a peak period during the respective days of the week. Onsite personnelal could then review the
video (using standard video tools on already available desktop computers, cell phones etc.), sped
up so as to reduce the time needed to view, and then count truck trips over that time period. These
video counts could then be applied to the rest of the days in that month to come up with the total
truck traffic expected at the site. The time needed to do this work is estimated at 144 person-hours
per year (48 hrs/month * 2 truck gates * 12 months/year, with video sped up between 8X-10X
speed). This low technology solution to counting trucks could result in staff costs of about $7,200
per year, however cheaper options may be used too as long as representative and verifiable
methods are used.

If a warehouse operator chose to track NZE or ZE trucks that visited their facility in order to earn
WAIRE Points, there are several potential methods available. If the trucks are owned by the
warehouse operator, then delivery schedules or other paper records may suffice. Other methods
could include telematics systems, automated license plate reader systems, contract data with
trucking companies (if the operator contracts with a trucking company). This information may
need to be supplemented with records that document that the truck used to earn WAIRE Points is
an actual ZE or NZE truck. The simplest method could include truck driver check-ins where
truckers could fill out a simple form that provides basic information about their truck, including
license plate number, vehicle identification number, model year, weight rating (or class), fuel type,
and trucking company name and contact information. This basic information could be compiled
by onsite personnel and used as verification that a ZE or NZE truck visited the site. Supplementary
information could also be kept if the operator chose to, such as photos or videos of the truck onsite.
The number of ZE/NZE trucks visiting a site will vary, but a 250,000 square foot warehouse with
an average truck trip rate would have about 42 Class 8 trucks visiting per day. Only five of these

139 Engineering costs to implement specific WAIRE Menu actions (such as for charging infrastructure) have already
been included in the compliance cost estimates above.
140 https://wws3.arb.ca.gov/regact/2019/act2019/isor.pdf
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trucks per day would need to be NZE in order to meet that operator’s WPCO at the proposed
stringency of 0.0025. Onsite personnel could compile this info every week (one hour of effort) and
use these records to demonstrate that they have met their WPCO. This type of reporting is expected
to result in about $2,600 in administrative costs. Other WAIRE Menu options are not expected to
exceed the administrative costs listed here.

The socioeconomic impacts from administrative costs, PR 316 fees, and WAIRE Points costs are
included in the Draft Socioeconomic Impact Assessment. Additional analysis of PR 2305 costs is
also included below.

FEASIBILITY

The potential feasibility of PR 2305 and PR 316 have been evaluated using a variety of approaches.
Staff considered the technical, economic, and market feasibility as described below. Many
technical assessment studies have been conducted on NZE and ZE technologies that may be used
to comply with PR 2305. These studies are referenced in the WAIRE Menu Technical Report in
Appendix B. Additional information on technical feasibility was also obtained from industry
sources who have used technologies in commercial service at warehouses, and results from South
Coast AQMD funded projects.!** The technical feasibility of some WAIRE Menu actions are not
considered technically feasible today (e.g., ZE Class 8 trucks), however they are expected to
become commercialized in the next two years and are therefore included as a compliance option.
While this one menu option is just beginning to be commercialized, most other WAIRE Menu are
commercially available today, including NZE trucks (which have been available for years), smaller
ZE trucks, ZE yard trucks, solar panels, charging/fueling infrastructure, and filtration systems.

Economic impacts are considered in more detail in the socioeconomic impact analysis report,
however some preliminary analysis is included here. First, the proposed rule may impose annual
average costs between about $0 per year and $63270 million per year,*? which translates to a
range of about $0 per sq. ft. to $0.8378 per sq. ft.

There are two points of comparison that illustrate the impact PR 2305 may have on industry. First,
there are about $500 billion worth of goods that flow through the SCAG region every year, with
the vast majority flowing through the import and export points in the South Coast AQMD
region.**® If only 31% of imported containerized goods at the ports of LA/LB go directly to rail,
the majority of the remainder likely flows through the largest warehouses. The warehouses subject
to PR 2305 include about 750 million sg. ft. of space, out of a total of about 1.2 billion sg. ft. of
warehousing space in the entire SCAG region (all building sizes), or about 63%.** Because PR
2305 warehouses include the largest facilities, an even greater fraction of goods is expected to flow
through these warehouses with smaller warehouses sending or receiving goods from the larger
facilities. At the low end, it is possible to estimate that the total value of goods flowing through

141 Examples:  http://www.agmd.gov/docs/default-source/technology-research/clean-fuels-program/clean-fuels-
advisory-agenda---september-17-2020.pdf, http://www.agmd.gov/docs/default-source/technology-research/annual-
reports-and-plan-updates/2019-annual-report-2020-plan-update.pdf

142 The high end cost is set equal to the mitigation fee-only scenario.

143 hitps://scag.ca.gov/sites/main/files/file-attachments/0903fconnectsocal _goods-movement.pdf

144 1pjd.
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PR 2305 warehouses is at least $217 billion.*> Using the ~$67032 million annual cost from the
mitigation fee-only scenario (Scenario 7) as a proxy for the highest costs that could be imposed by
PR 2305 at the proposed stringency, at the high end PR 2305 and PR 316 could therefore add
<~0.3% to the total cost of goods handled by warehouses. The much lower cost example of a
mitigation fee scenario (Scenario 7a) shows that total costs may be as low as $120614 million per
year, which would be <0.056% of the total cost of goods handled by warehouses.

The potential cost effectiveness of PR 2305 is difficult to determine with the wide variety of
options available for compliance. PR 2305 aims to reduce regional NOx emissions, as well as
local emissions of diesel PM (to reduce regional PM and local toxics emissions), and local
exposures to air pollution. Traditional cost effectiveness approaches are therefore not
comparable to other programs focused solely on regional pollutant emission reductions that
simply divide total cost by NOx emission reductions, or toxics rules that do not calculate cost
effectiveness. Ney ; AS-a

using-values-from-21-and—above B nting

NOx-Omntbus-regulations- Nevertheless Table 24: Preliminary Estimates of Cost
Effectiveness for Regional NOx Reductions After Considering CARB ACT, HD I/M, and Low

NOx Omnibus Regulations below shows simHarvaluesa cost-effectiveness in dollars per ton of
NOx reduced after accounting for CARB’s ACT, HD I/M, and Low NOx Omnibusthese-twe
regulations (using Table 20: Total Cost Summary of Each Compliance Scenario (2022-2031)
After Accounting for CARB’s ACT and Low NOx Omnibus Regulations and Table 15). These
estimates are expected to be conservative because they don’t account for all incentive programs
that could help offset costs (e.g., Low Carbon Fuel Standard) and they only show a 10-year
period (less than the useful life of a truck) of costs and emission reductions. As shown in
Figures 16 through 18, costs are much lower in later years, and emission reductions are expected
to continue past 2031.

145 $500 hillion * 69% (non-rail) * 63% (PR 2305 whse sq. ft./SCAG whse sq. ft.) = $217 billion
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1 NZE Class 8 12337 $1,460:559:796 $118:389

2 NZE Class- 8- 12,885 $1,594.253,541 $123,967

4 NZEClass8- 12,593 $931,327,062 $73,959

5 ZE Class 8- 12,337 $6,298,348,338 $510:525

6 ZEClass 6-&8- 5183 $1,636;203,959 $315.:68%

8 NZE Class6- 8,943 $2,224,579;651 $248.765

9 NZE Class 6 11,096 $6,933:458:122 $624-861

10 ZEClass6- 12337 $747.869.897 $66-620

12 HoZE Class-8- 6,388 $8,141.523,275 $1,274.602

14 ZE Class 2b-3- 4,088 $4,006.729,670 $980:120

15 Filter System- 0 $6.988.355:313 NIA

16 Filter- 0 $6,932,289,209 NIA

18 Yard-Trucks 292 $1,234,554,376 $4.227,926

Table 24:  Preliminary Estimates of Cost Effectiveness for Regional NOx Reductions
After Considering CARB ACT,_HD I/M, and Low NOx Omnibus Regulations
Equipment Total Nox Discounted | Discounted Cost- Cost-
Reductions | Total Cost - | Total Cost - | Effectiveness | Effectiveness
(tons) NPV (1%) | NPV (4%) (1%) (4%)
(millions) (millions)
Scl NZE Class 8 8,609 $1,226 $1,103 $142,371 $128,075
Sc2 NZE Class 8 9,353 $1,345 $1,220 $143,808 $130,420
Sc3 NZE Class 8 11,623 $430 $374 $37,015 $32,213
Sc4 NZE Class 8 8,178 $887 $750 $108,507 $91,649
S¢S ZE Class 8 8,502 $1,067 $942 $125,534 $110,781
Scb ZE Class 6&8 3,702 $1,799 $1,604 $485,970 $433,179
Sc7 Mitigation Fee 52,270 $6,298 $5,264 $120,490 $100,708
Sc7a | Mitigation Fee 7,880 $1,098 $985 $139,309 $125,068
Sc8 NZE Class 6 6,211 $1,785 $1,627 $287,406 $261,983
Sc9 NZE Class 6 7,075 $554 $468 $78,256 $66,088
Scl0 | ZEClass 6 7,879 -$115 -$87 -$14,581 -$11,078
Scll | Solar 30,824 $9,797 $9,712 $317,834 $315,086
Scl2 | ZEClass 8 4,509 $8,118 $7,445 $1,800,480 $1,651,413
Scl3 | ZE Class 2b-3 3,218 $803 $753 $249,588 $233,930
Scl4 | ZE Class 2b-3 3,578 $1,129 $978 $315,529 $273,439
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Scl5 | Filter System - $5,986 $5,057 - -
Scl6 | Filter - $5,863 $4,953 - -
Scl7 | TRU 579 $54 $46 $93,567 $79,083
Scl18 | Yard Trucks 260 $1,153 $1,029 $4,436,646 $3,959,829
Cureative c lative Cost Cost-Effect]
(2022-2031) {2622-2631 Slteny
1 NZE Class- 8- &949 $1.239,785,011 $138,076
2 NZE Class-8- 9,600 $1419-259.555 $147.847
4 NZE Class 8- 9271 $931,327,062 $100,456
5 ZE Class 8- 11,6844 $5,759.546,650 $494.658
6 ZE Class 6-& 8- 4,234 $1-508-993.200 $356-399
8 NZE Class6- 8,286 $1,820.053.889 $220.754
9 NZE Class 6 10,403 $6,933,458,122 $666.518
10 ZE Class6- 12155 $735.909.104 $60,546
12 H, ZE Class 8- 5,621 $8,143,281.760 $1,448,725
14 ZE Class2b-3- 3979 $3-898-642.228 $979-928
15 Filter System- 0 $6-988-355.313 N/A
16 Filter 0 $6:932,289.209 NIA
18 Yard Frucks- 292 $93,983.679 $321,862

The cost effectiveness of recent mobile source regulations varies depending on the program, and
depending on the timescale chosen. The table below summarizes recent key regulations from
CARB and their cost effectiveness through about 2032 (dollars per ton of NOXx). Costs are
substantially lower for many of these regulations when considering cost savings that are
projected to occur in the 2030s and beyond, however the shorter timeline is compiled here to
show a similar end year as for the analysis for PR 2305 (analysis conducted through 2031). The
cost effectiveness for various scenarios with PR 2305 as shown in Table 24 above is similar to
the wide range of values shown in
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Table 25 below.
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Table 25: Cost Effectiveness of CARB Regulations

Approximate
CARB Regulation Cost Effectiveness
(through 2032)
Airport Shuttle Bus $430,000/ton NOx
Innovative Clean Transit $271,000/ton NOx
At Berth (Ocean Going Vessels) $83,000/ton NOx
Low NOx Omnibus $39,000/ton NOx
Advanced Clean Trucks $22,000/ton NOx

The market feasibility was evaluated by considering whether the proposed stringency of PR 2305
would result in a level of implementation that exceeds the potential ability of the market to respond.
In an extreme hypothetical example, if the stringency of PR 2305 required ten billion miles of
Class 8 ZE truck travel per year, but there is only a total of three billion miles of truck travel from
all Class 8 trucks (fueled by diesel, electric, natural gas, etc.), then this would indicate that the
stringency is infeasible.

The scenario analysis described above includes calculations to determine whether any bounding
analysis scenario exceeded expected market conditions. The parameters that were evaluated
include the number of new trucks purchased in a year, the amount miles travelled by trucks in a
year, the amount of power required to charge trucks, and the amount of fossil fueled power
generation in South Coast AQMD. In nearly all cases, PR 2305 would not exceed existing market
capacity. In rare instances, some bounding analysis scenarios show that some new truck sales in
early years of the program could be higher than is expected in EMFAC for those respective truck
categories, assuming that every warehouse operator bought the same class of truck and technology
(e.g., NZE or ZE) to comply with PR 2305. This is unlikely as no more than about 40% of
warehouse operators are estimated to own truck fleets (and not every truck fleets owns all truck
classes), and truck acquisitions to earn Points would necessarily be less than shown. Even in these
extreme cases (which are not reasonably expected to occur), the amount of sales is typically no
more than about double what is prOJected from EMFAC for our region. S%Haﬂy—seme—seenanes

maertssewed—bH/areheuse& No scenarios were found to require total VMT for any truck class
greater than what is included within EMFAC 2017. For example, no scenarios required more truck

travel to earn Points than the total amount of truck travel in the air basin. Finally, the highest
electricity demand for charging electric trucks (Scenario 6) is about 844-697 GWh per year. This
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level of charging is less than what CEC has preliminarily calculated for the total need for electric
trucks in the South Coast AQMD region.48

Considering the many different compliance options and business models of warehouse operators,
it is unlikely that any of the extreme scenarios discussed above would be expected to occur. With
roughly three dozen options for earning WAIRE Points (32 Menu actions, a mitigation fee option,
and additional options from Custom WAIRE Plans), it is unlikely any particular scenario modeled
would be chosen by more than a small fraction of all warehouse operators in any given year. If
these more realistic lower levels of implementation are assumed for each scenario, then none of
the market capping conditions would be exceeded. It is also foreseeable that if some of the extreme
examples discussed above began to materialize during a compliance period, with all operators
choosing the same exact truck type and technology to implement, that warehouse operators would
respond to these market conditions and pivot to implement other alternatives.

SOCIOECONOMIC ASSESSMENT

A draft socioeconomic analysis has-been-was prepared and wil-be-released for public comment
and review on March 3, 2021, more thanatteast 30 days prior to the South Coast AQMD
Governing Board Public Hearing on PR 2305 and PR 316, which is anticipated to be heard on
Apri2May 7, 2021._A second draft of the socioeconomic analysis will be released together with
this second draft staff report. This second draft socioeconomic analysis includes updates based on
a third-party peer review, among other updates.

CALIFORNIA ENVIRONMENTAL QUALITY ACT

PR 2305 and PR 316 are considered a “project” as defined by the California Environmental Quality
Act (CEQA). Pursuant to CEQA, the South Coast AQMD, as Lead Agency, prepared a Notice of
Preparation (NOP) of the Draft Environmental Assessment (EA) and Initial Study (IS) to analyze
environmental impacts from the project identified above pursuant to its certified regulatory
program (Public Resources Code Section 21080.5, CEQA Guidelines Section 15251(1), and South
Coast AQMD Rule 110). The NOP/IS was released for a 32-day public review and comment period
that began Friday, November 13, 2020 and ended on Tuesday, December 15, 2020. In addition,
because the proposed project could have statewide, regional or areawide significance, a CEQA
Scoping Meeting was held on December 2, 2020 pursuant to Public Resources Code Section

146 As part of the development of the 2020 Integrated Energy Policy Report, CEC staff included a scenario that
explicitly evaluates the electric power needed if >100,000 ZE trucks are deployed to assist in meeting 2031 ozone
standards. This analysis showed the projected electricity demand from charging these trucks would be about 1,684
GWh in 2031, with a peak summer hourly load of about 164 MW for Southern California Edison, the region’s largest
utility. This results in about a 1-2% increase in electricity demand overall from SCE compared to the ‘mid’ case
analysis in the 2019 IEPR, but is still within the range of expected demand as the additional load does not exceed
CEC’s modeled ‘high’ case.

https://efiling.energy.ca.gov/getdocument.aspx?tn=235836,
https://efiling.energy.ca.gov/GetDocument.aspx?tn=230923,
https://efiling.energy.ca.gov/GetDocument.aspx?tn=230924
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21083.9(a)(2). The South Coast AQMD has also prepared a Draft EA (equivalent to a Draft EIR)
and has circulated it for a 45-day public review and comment period ending March 12, 2021. The
Draft EA can be accessed at the following address:
http://www.agmd.gov/home/library/documents-support-material/lead-agency-scagmd-projects

If comments are submitted, the letters and responses to comments will be incorporated into the
Final EA which will be included as an attachment to the Governing Board package. Prior to making
a decision on the adoption of PR 2305 and PR 316, the South Coast AQMD Governing Board
must review and certify the Final EA, including responses to comments, as providing adequate
information on the potential adverse environmental impacts that may occur as a result of adopting
PR 2305 and PR 316.

DRAFT FINDINGS UNDER CALIFORNIA HEALTH AND SAFETY CODE
SECTION 40727

California Health and Safety Code Section 40727 requires that prior to adopting, amending or
repealing a rule or regulation, the South Coast AQMD Governing Board shall make findings of
necessity, authority, clarity, consistency, non-duplication, and reference based on relevant
information presented at the public hearing and in the staff report.

Necessity
PR 2305 and PR 316 are needed to protect public health by reducing local and regional emissions

of NOx and diesel PM associated with warehouses and the mobile sources attracted to warehouses.
By reducing these emissions, PR 2305 and PR 316 will also assist in meeting state and federal air
quality standards for ozone and fine PM. NOX is a precursor to the formation of ozone and PM2.5,
and diesel PM is a toxic air contaminant and component of fine PM.

Authority
Authority for the South Coast AQMD Governing Board to adopt PR 2305 and PR 316 may be

found in sections 39002, 39650 through 39669, 40000, 40001, 40440, 40441, 40522.5, 40701,
40702, 40716, 40717, 40725 through 40728, 40910, 40920.5, 41508, 41511, and 41700 of the
Health and Safety Code.

Clarity
PR 2305 and PR 316 are written or displayed so that its meaning can be easily understood by the

persons directly affected by it.

Consistency
PR 2305 and PR 316 are in harmony with and not in conflict with or contradictory to, existing

statutes, court decisions, or state or federal regulations.

Non-Duplication

PR 2305 and PR 316 will not impose the same requirements as any existing state or federal
regulations. The proposed rule is necessary and proper to execute the powers and duties granted
to, and imposed upon, the South Coast AQMD.

Reference

In adopting these rules, the following statutes which the South Coast AQMD hereby implements,
interprets or makes specific are referenced: Clean Air Act Sections 110(a)(5)(C)tAXH; 116; Health
& Safety Code Sections 40440, 40716, 40717, and 40522.5.
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COMPARATIVE ANALYSIS

California Health and Safety Code Section 40727.2 requires South Coast AQMD to perform a
comparative written analysis when adopting or amending a rule or regulation that imposes a new
or more stringent emission limit or monitoring, reporting, or recordkeeping requirement. The
comparative analysis is relative to any existing federal or state requirements, existing or proposed
South Coast AQMD rules and air pollution control requirements and guidelines which are
applicable to the same sources as identified in the proposed rule or regulation. PR 2305 regulates
warehouses as an indirect source that attract mobile sources of emissions, and PR 316 is the
companion fee rule for PR 2305. Under California Health and Safety Code Section 40727.2(qg),
PR 316 does not in itself require a comparative analysis, but is included for completeness.

There are no comparable federal or state requirements or any comparable existing or proposed
South Coast AQMD rules or requirements that apply directly to warehouses. However, there are
many air quality regulations at the state and federal level that focus on emissions from the mobile
sources associated with warehouses. These can broadly be placed into three categories. First are
regulations that aim to reduce emissions through the engine standards for new vehicles. Second
are regulations that aim to replace older vehicles with newer vehicles with cleaner technologies
through fleet rules. Third are regulations that focus on air quality impacts from facilities that
attract mobile sources, such as employee commutes. PR 2305 and PR 316 look at the activities
associated with a warehouse facility and aim to reduce air quality impacts beyond what is
already required by any existing or proposed regulatory requirement. PR 2305 and PR 316 are
summarized below in Table 26.
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Table 26: Proposed Rule 2305

Rule Elements

Rules [ Applicability Requirements Reporting, Notification, and
Recordkeeping
PR 2305 | Owners and operators | Warehouse operators are | Periodic reports on

of warehouses located
in the South Coast
AQMD jurisdiction
with greater than or
equal to 100,000 square
feet of indoor floor
space in a single
building (PR 2305(b)).

required to earn WAIRE
Points annually, either by
completing actions off the
WAIRE Menu, a Custom
WAIRE plan, or paying a
mitigation fee based on
truck trips. (PR 2305(d)).

warehouse statistics and its
operations. Recordkeeping
requirements for all
information submitted for
rule compliance (PR
2305(e)).

A comparative analysis of other regulations that focus on emissions from the mobile sources
associated with warehouses is presented below in Tables 28, 29, and 30.

Table 27: Engine Standards

Rule Elements

and CARB Phase
2 Heavy-Duty
Fuel Efficiency
and Greenhouse
Gas (GHG)
Standards4’

sellers, or importers of
heavy-duty trucks and
engines, specifically
model-year 2014
tractors, vocational
vehicles, heavy-duty
pick-up trucks and
vans, and trailers
hauled by heavy-duty
tractors.

Rules Applicability Requirements Reporting,
Notification, and
Recordkeeping
U.S. EPA Phase 1 | Manufacturers, GHG emission and Report emissions test

fuel economy
standards on truck and
engine manufacturers
Require manufacturers
to improve existing
technologies or create
new technologies to
meet these standards.

data and results,
technical vehicle data,
and end-of-year sales
information.
Manufacturers will
have to keep records of
this information.

CARB Tractor-
Trailer GHG
Regulation*®

Owners of 53-foot or
longer trailers and
heavy-duty tractors
that pull them.

The tractors and
trailers subject must
either use U.S. EPA
“SmartWay” certified
tractors and trailers, or

Report applicable
owners. Must keep
records of compliance.

147 https://www.govinfo.gov/content/pkg/FR-2016-10-25/pdf/2016-21203.pdf

148 hitps://wwa3.arb.ca.gov/regact/2018/phase2/finalatta.pdf? ga=2.205908496.2040751625.1614668703-

251503538.1597351373
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be retrofitted with
SmartWay verified
technologies.

U.S. EPA Non- Entities that produce | Set emission standards | Registration and
Road Diesel or import non-road for nonroad diesel reporting required.
Engines and Fuel | diesel engines, or engines. Phase-in less | Recordkeeping for all
Standards4° produce, import, polluting engine reporting.

distribute, or sell and | standards. Require:

fuel for non-road new test procedures

diesel engines. and engine

certifications.

U.S. EPA Non- Manufacturers of non- | Non-road emission Reporting

Road Large Spark
Ignition Engines
Standards!*

road large-spark
ignition engines.

standards.

requirements if cannot
meet the emission
standards.

CARB Optional
Reduced NOx
Emission
Standards for On-
Road Heavy-duty
Engines

On-road heavy-duty
engines.

Sets optional low NOx
emission standards.
Lists low NOx
certified heavy-duty
engines™?.

CARB Heavy
Duty Low NOXx
Omnibus Rule

Heavy-duty vehicle
engines.

Lower NOx emission
standards to 0.05
g/bhp-hr for 2024-
2026, 0.02 g/bhp-hr
starting in 2027.
Revise testing,
certification, and
warranty
requirements.

CARB Heavy-
Duty Inspection
and Maintenance
Program?®?

Heavy-duty vehicles.

Inspection and
maintenance programs
for vehicle lifetime.

149 https://www.govinfo.gov/content/pkg/FR-2004-06-29/pdf/04-11293.pdf

150 https://www.govinfo.gov/content/pkg/FR-2002-11-08/pdf/02-23801.pdf
151

https://ww2.arb.ca.gov/sites/default/files/classic//msprog/onroad/optionnox/optional low nox_certified hd engines

.pdf
152 https://ww?2.arb.ca.gov/our-work/programs/heavy-duty-inspection-and-maintenance-program
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Table 28: Fleet Rules

Rule Elements

Bus Regulation

with a gross vehicle
weight rating
(GVWR) greater than
14,000 Ibs.

Rules Applicability Requirements Reporting,
Notification, and
Recordkeeping
CARB Truck and | Diesel-fueled vehicles | Requires the Reporting required for

installation of verified
PM diesel emission
control strategy
(DECS) on heavy-duty
vehicles. Replace
engine to meet 2010
emission standards.

exemptions.

Clean Trucks

of medium- and
heavy-duty trucks.
Large fleets with a

CARB Transport | Diesel-fueled engines | Reduce emissions of In-Use Recordkeeping
Refrigeration Unit | used to refrigerate diesel PM from TRUs. | and Reporting.
(TRU) Air Toxics | perishable goods.
Control Measure | TRU generator sets
(ATCM) that provide onboard
electric power
refrigeration systems.
CARB In-Use Existing (in-use) off- | Engine performance Owners of off-road
Off-Road Diesel road diesel-fueled requirements to reduce | diesel fleets report fleet
Regulation vehicles. NOx, diesel PM, and | information, annually
other criteria pollutant. | update fleet
Limit idling time. information.
Restricts purchase of | Recordkeeping
new vehicles based on | required for reports
engine emission submitted.
standards.
CARB Large | Fleet operators of LSI | Hydrocarbon and NOx | Recordkeeping
Spark Ignition | engines vehicles. emission  standards, | requirements and
(LSI) Rule using fleet average. labeling of LSl
equipment.
CARB Advanced | Truck manufacturers | Truck manufacturer Large entities and

sales mandate for
Zero-emission
medium- and heavy-

truck fleets report how
fleets are operated, and
the number of

gross vehicle weight | duty trucks contractors used to run
rating (GVWR) the fleets.
greater than 8500 Ibs.
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Table 29: Facility-Based Rules and Other Types of Rules

Rules

Rule Elements

Applicability

Requirements

Reporting,
Notification, and
Recordkeeping

South Coast
AQMD Rule 2202

Employers with 250
or more employees.

Implement emission
reduction strategies.

Plan submission.

(Employee Choose from three

Commute options

Reduction) '

AB 617 Environmental justice | Reduce local air Community Emission
Community Air communities. pollution from Reduction Plan.
Protection \_/var_ehouses through an Community Air
Program indirect source rule.

Monitoring Plan.
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OVERVIEW

Proposed Rule (PR) 2305 is the Warehouse Indirect Source Rule (ISR) which provides the
Warehouse Actions and Investments to Reduce Emissions (WAIRE) Program, a menu-based
points system. The WAIRE Program determines a warehouse operator’s WAIRE Points
Compliance Obligation (WPCO) based on annual truck trips to each applicable new and existing
warehouse that has at least 100,000 square feet of indoor floorspace within a single building that
may be used for warehousing activities. Each warehouse operator must earn or obtain WAIRE
Points to meet their WPCO on an annual basis. PR 316 establishes fees to fund South Coast
AQMD compliance activities associated with PR 2305.

The WAIRE Program Implementation Guidelines (Guidelines) do not supersede the
requirements specifically stated in PR 2305 and PR 316 but are meant to provide warehouse
operators and owners with further guidance on complying with the rules. In any instance where
an interpretation of requirements in these Guidelines conflicts with PR 2305 or 316, the rule
language takes precedence. All owners and operators subject to PR 2305 and 316 should
anticipate that the reports they submit and the records that they keep will be reviewed by South
Coast AQMD staff in desktop audits and onsite field inspections, and are subject to public
records act requests. Further, data regarding warehouse operator compliance will be made
publicly available on South Coast AQMD’s website. For any questions about this guidance
document, please contact program staff at waire-program@aqmd.gov.

APPLICABILITY

Figure 1 — Applicability Flow Chart

Implement Items of the WAIRE
Menu then submitan Annual
WAIRE Report

Are you a warehouse PR2305 (d)(3)/Table 3
Are you a warehouse operator leasingin a
: warehouse >100,000
owner and is your feetand d Warehouse operator
warehouse building SIS =S must submit an Initial Submit and get approval on a
>100,000 square P e FpeEi Site Information Custom WAIRE Plan, Implement

>50,000 square feet
of potential
warehousing space?
PR2305 (d)(1)

and submit an Annual WAIRE
Report
PR2305 (d)(4)

feet?

4

Report (ISIR) and

PR2305 (b) earn/obtain WAIRE
Points to meet WPCO

PR2305 (d)(2)

Pay the optional mitigation fee
and submit an Annual WAIRE
Go to the Reporting Section for Report
details on the ISIR and PR2305 (d)(5)
Calculations Section for details
on the WPCO

Warehouse owner
submita
Warehouse

Go to the Reporting Section
for details on the
Warehouse Operations
Notification

Operations

Notification
Report PR2305
(d)(7)(A)
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The warehouse ISR applies to warehouse operators and owners of warehouses greater than or
equal to 100,000 square feet of indoor floor space within a single building that may be used for
warehousing activities. A warehouse operator or owner whose warehousing activity is not

explicitly excluded from PR 2305 is presumed to be included in rule requirements. Figure 1

represents a simplified diagram of the requirements for warehouse owners and operators of
applicable warehouses. Warehouse owners are only required to submit a Warehouse Operation
Notification Report which detail the size and tenant status of the warehouse, further details are
provided in the Reporting Section of these Guidelines. Warehouse operators are required to
submit an Initial Site Information Report and are required to earn WAIRE points. Warehouse
owners may choose to earn WAIRE points on behalf of the warehouse operator.

In addition to the warehouse size applicability, the warehouse ISR is implemented over time
based on the applicable warehouse sizes. The warehouse size phase-in shown in Table 1, and
details the date range for the Initial Compliance Period when warehouse operators must earn or
obtain WAIRE Points to meet their WPCO, and also the due dates for Initial Site Information
Report, and the first Annual WAIRE Report.

Table 1 — Implementation Schedule

Warehouse Initial Site First Annual . i
i ) Initial Compliance
Phase Size Information WAIRE Report Period
(square feet) | Report Due Date Due Date
Date-of rule-adeption
of
July 1, August 2, Julry—l,—zg;_l.l\lanuary. 1,
1 > 250,000 32022 2022J)anuary 31, 2022 whicheveris
2023 later; to
June-36December 31,
2022
> 150,000- January-15Jul AugHstL, | o
2 ’ July L, 2023January 31, 202310
<250,000 2023 2004 June-30December 31,
- 2023
Juhy-1,-2023January 1,
3 > 100,000- January-15July 1, 2024Jani uar’ a1 2023-to
<150,000 2024 2025 } June-30December 31
- 2024
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CALCULATIONS®SS

The WPCO is the number of WAIRE Points a warehouse operator must earn or obtain to comply
with PR 2305. Figure 2 represents a simplified diagram of how a WPCO is calculated based on
the number and type of trucks that enter or exit a warehouse site.

Figure 2

Points Weighted Stringency

. Annual Truck .
Compliance . Points/WATT
Pl Trips (WATTs) ( )

Warehouse ]

Obligation

Truck trips are defined as one-way trips that tractors and straight trucks make to a warehouse
facility when delivering goods to or from another location.’™>* They are counted when a truck
enters or exits a site. A single visit from a truck is equal to two trips. PR 2305 refers to the total
calculated truck trips in a compliance period as Weighted Annual Truck Trips (WATTS) which is
calculated by inputting the actual truck trip counts of the number and type of trucks in the
following equation:

WATTs = [Class 2b to 7 truck trips] + [2.5 x Class 8 truck trips]

As shown in Figure 2, the WATTSs are multiplied by the Stringency factor and the Annual
Variable to provide the WPCO for the warehouse. The Stringency factor is defined as 0.0025
WAIRE Points per WATTS, and the annual variable is determined by the phase-in schedule of
the warehouse and is provided in Table 2.

Table 2 — Annual Variable

Annual WAIRE Annual Variable
Report Year* Phase 1 Phase 2 Phase 3
2022 0.33 0 0
2023 0.67 0.33 0
2024 1.0 0.67 0.33
2025 1.0 1.0 0.67
2026 and beyond 1.0 1.0 1.0

* This 1s the year that a warehouse 1s first required to submit its Annual WAIRE Report.

152 The WAIRE Menu Technical Report, included as Appendix B in the PR 2305 staff report, is included as an
appendix to these Implementation Guidelines to assist in determining how WAIRE Points are calculated.

154 A truck or yard truck delivering a trailer or goods from one part of a warehouse to another part of a warehouse is
not considered a truck trip since it does not include delivery of goods to/from another location.
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TRUCK TRIP COUNTS FOR DETERMINING WPCO

The WATTS calculation equation weighs the activity and emission contribution of a Class 2b-7
straight truck and that of a Class 8 tractor which emits approximately 2.5 times more NOx
emissions. Class 8 tractors are differentiated from Class 2b-7 straight trucks by their Gross
Vehicle Weight Rating being greater than 33,001 pounds. Absent more specific data, all tractors
that can pull a trailer should be counted as Class 8, and all straight trucks should be counted as
Class 2b-7.

With the WPCO being closely tied to the number of actual truck trips entering and exiting the
warehouse site, it is important to accurately document the total number of truck trips and whether
they were Class 8 tractors or Class 2b-7 straight trucks. Truck trips must be counted and records
must be verifiable, where date and time of the truck trips recorded may be tied to the compliance
period records for review. Below are five examples of methods to count the number of truck
trips. The key criteria for ensuring that the truck trip counts are accurate enough for determining
a warchouse operator’s WPCO is that the data needs to be collected using a method that provides
reliable and verifiable truck trip counts that are either contemporaneous (e.g., daily) or
extrapolated from a short term contemporaneous tracking during a representative peak period, as
described below. Warehouse operators are responsible for maintaining data the support the truck
trip count and the data must be made available to South Coast AQMD for verification. Verifiable
data can be provided through the following methods:

1. Electronic Telematics Systems — These systems are used to track truck activity, typically
through the use of on-board GPS systems and fleet management software. These systems can
track when equipped vehicles are located at a warehouse.

2. In-Roadway or Driveway Sensors - Various sensor technologies are available to count vehicles
such as pneumatic tubes, radar, or lasers installed at a driveway. These devices are used to count
the number of vehicles passing a certain point and can provide truck classification data (e.g.,
straight trucks).

3. Video Monitoring — Many warehouse operators already employ security cameras to monitor
their gates. Warehouse operators could use staff or software to identify the number and type of
trucks that enter the gate and note truck Class (i.e. straight trucks vs. tractors) from video
recordings. Video recordings and subsequent counts can be continuous but in no cases should be
less than one weekday (Monday — Friday) per month and one weekend day (Saturday or
Sunday) per month (if the warehouse is open on weekends). Each weekday and weekend day
once-per-month sample must be taken at least three weeks apart from the next respective
sample. With this less intensive once-per month sampling method, a representative peak
weekday and weekend day must be recorded (with documentation indicating why those days of
the week were chosen). The weekday count may then apply to all weekdays during that month,
and the weekend count may then apply to all weekend days during that month.

4. Guardshack — Many warehouse operators employ a guard or other personnel to (incomplete
sentence) Contracts or other similar records — Many warehouse operators are responsible for
shipments to/from their warehouse, including with their own fleet or through third party fleets.
Records such as contracts or manifests that document the loads delivered to or picked up from a
warehouse can be used to determine truck trip information provided that all trips to a site are
documented (which could include supplementary sources of data, such as through methods
described above).
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Loss of Truck Trip Count Data

In the event that there is insufficient truck trip data due to events beyond the warehouse
operator’s control such as with records destroyed in a fire or other force majeure event, an
alternative WATTSs calculation may be used as described below.*®® The WATTs must be
calculated using the equation and table below.

Warehouse Compliance
Area <</\\/§ % Period :]
(1,000 sf) (days) ]

Table 3 Weighted Truck Trip Rates (WTTR)

Warehouse Type WTTR (trips/1,000 sf)
>200,000 sf 0.95
>100,000 — 199,999 sf 0.67
Cold Storage (>100,000 sf) 2.17

Example calculation for a 250,000 square foot (non-cold storage) warehouse that experienced a
force majeure event and lost 30 days of records:

250 tsf x 0.95 trips/tsf x 30 days = 7,125 WATTSs

These calculated WATTSs would be added to the other WATTs counted during the rest of the
compliance period to determine the warehouse operator’s WPCO.

REPORTING

Report Submission

Warehouse operators and owners subject to PR 2305 are required to submit reports to South
Coast AQMD to provide details on their applicable warehouse operations and compliance.

PR 2305 requires that all records used to demonstrate compliance be maintained by warehouse
operators or owners, as applicable, for a period of no less than seven years and made available to
South Coast AQMD upon request during normal business hours in order to determine
compliance. Table 3 provides an overview of the reporting requirements for PR 2305. Appendix
A to these Guidelines will provide a user’s guide to the WAIRE Program Online Portal (POP)
through which warehouse operators and owners will submit their required reports and pay
necessary fees.'°6

155 This alternative calculation can only be used in cases of force majeure. Normal practice requires the warehouse
operator to count all truck trips. Further details on the alternative WPCO calculation are available at PR2305
(d)D)(C).

156 This appendix will be developed if the rule is approved and once the WAIRE POP has been developed. If the
WAIRE POP system is not available, all reports should be submitted to waire-program@agmd.gov.
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Table 4 Reporting Overview
e Warehouse size and area that may be o Within-60-days-after rule
used for warehousing activity, adoption;-On or before

Warehouse

Operations

Notification
(WON)

Initial Site
Information
Report
(ISIR)

Annual
WAIRE
Report
(AWR)

Warehouse
Owners

Warehouse
Operators*

Warehouse
Operators*

¢ Warehouse operator(s) name and
contact information,

e Lease end date (if applicable),

e Previous warehouse operator(s)
information,

e Square footage used by the warehouse
owner for warehousing activities

e Warehouse size and space used for
warehousing activities,**

o Number of truck trips in the previous
12-month period,***

o Number of truck trips anticipated during
the compliance period for which the
upcoming AWR must be submitted,

¢ Anticipated actions to meet the WPCO
for the current compliance period,

o Details on the following potential onsite
equipment: owned or leased truck fleet,
onsite alternative fueling stations, yard
trucks, and onsite energy generation
systems (e.g., solar)

e Truck trip counts for the compliance
period,

e Number of WAIRE Points earned for
each action,

e Associated metrics for the WAIRE
Menu actions used to earn WAIRE
Points

September 1, 2021

¢ Within 14 days of a new
warehouse operator having
access to at least of 50,000
square feet of space for
warehousing activities,

¢ Within 30 days after a
renovation that alters the size
of the warehouse,

¢ Within 3 days of a request for
the report from South Coast
AQMD

¢ On or before January-15-July 1
of the first compliance period

when the warehouse operator
must submit their first Annual
WAIRE Report for that
warehouse

¢ Within 30 days of a request for
the report from South Coast
AQMD

¢ No more than 30 days after

Juby-January 1 of the
compliance period

o If an operator vacates a
warehouse before-Juhy-1 the
AWR submission deadline in
any year, they must submit an
AWR no later than the date
they vacate the warehouse.

* The warehouse owner may choose to comply on behalf of the warehouse operator, or may be required to submit
the report if they are also the warehouse operator.
** |f the warehouse building size is <100,000 sf, or if the warehouse operator leases <50,000 sf for warehousing
activities, then no further reporting is required. Multiple warehouse operators owned or controlled by a single parent
company collectively leasing >50,000 sf for warehousing activities in a warehouse do not qualify for this exemption
from additional reporting._Also, if an activity is not expressly exempt from rule requirements, it is presumed to be
subject to the rule.exeluded

*** Warehouses submitting an ISIR before-Jure-30,July 1 2022 are only required to report truck trips since July 1,

2021.
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Warehouse Operations Notification Report

The Warehouse Operations Notification (WON) must be submitted by an authorized official of
the warehouse owner through the WAIRE POP online system. The applicable administrative fee
listed in PR 316 must be submitted via e-check or credit card at the same time as the WON.
Warehouses owners submitting a WON for a warehouse with less than 100,000 square feet of
floor area dedicated to warehousing activities are exempt from the reporting fee.

Warehouse Renovation or Size Change

In the event there is a change in the applicable 100,000 square feet or greater of indoor floor
space within a single building that may be used for warehousing activities, a WON must be
submitted within 30 days of receiving a certificate of occupancy from the applicable local
building department. Example renovations could include expanding the size of the building to
add more warehousing space, or constructing more office space within the warehouse such that
the indoor floor space that may be used for warehousing activities is now less than 100,000 feet.

New Warehouse Operator

Any time a new warehouse operator takes over operational control of at least 50,000 square feet
of a warehouse building with more than 100,000 square feet that may be used for warehouse
activities, a WON must be submitted within 14 days to report that change. A typical example
would include a new tenant’s starting date for their lease.

Initial Site Information Report

The Initial Site Information Report (ISIR) must be submitted by an authorized official of the
warehouse operator through the WAIRE POP online system. ISIRs are only submitted during the
first compliance period a warehouse operator is occupying the warehouse®®’, and prior to the first
AWR unless requested by the South Coast AQMD Executive Officer. The applicable
administrative fee listed in PR 316 must be submitted via e-check or credit card at the same time
as the ISIR.

Warehouse Size

The ISIR must include the total indoor floor square footage of the applicable warehouse building
and the amount of space the warehouse operator leases that may be used for warehousing
activities. Typical records used to determine this information will be the operator’s lease,
information from the warehouse owner, and/or property tax assessment data. The warehouse
operator may need to make their own determination about how much of the warehouse facility
they can use for warehousing activities. °® Vacant areas that may be used for warehousing
activities (e.g., empty storage racks, open floor space designed for warehousing, drive paths for

157 Additional 1SIRs would be required to be submitted by the warehouse operator should they relocate to a different
warehouse subject to PR 2305.

18 Areas that may be used for warehousing activities include indoor spaces related to the storage and distribution of
goods, including but not limited to the storage, labelling, sorting, consolidation and deconsolidation of products

into different size packages. Supporting office administration (e.g., employee break areas, restrooms, offices, etc.),
maintenance (e.g., vehicle maintenance or charging/fueling areas), manufacturing areas, or retail sales areas open to
the general public, within the same warehouse building, that are physically separate from the warehouse area, are not
considered warehousing activities.
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pallet jacks or forklifts used in warehousing activities) must be included in the square footage
calculation.

No additional reporting is required in the ISIR if 1) the total square footage that may be used for
warehousing activities in that facility is less than 100,000 square feet, or 2) the warehouse
operator’s lease does not allow them to use more than 50,000 square feet for warehousing
activities.

Truck Trips

There are two sets of truck trip data that must be reported in the ISIR. First, truck trips from the
previous 12-month period must be recorded using the same types of methods used to determine
the operator’s WPCO (see discussion beginning on page 5). Because the ISIR is due by
January-15July 1, the typical applicable period for this reporting would be from the previous
calendaryear(January-1-to-December-31) June 1 through May 31 period. Trips only need to be
reported from periods when the operator occupied the warehouse. For example, if an operator’s
lease only began in September of that previous year, then truck trips only need to be reported
from that period on.

Second, the operator must provide an estimate of the number of truck trips that will be reported
during the applicable period for their upcoming Annual WAIRE Report. This estimate could just
be an extrapolation of the data reported above for the previous 12-month period, or could include
an estimate based on expected business through the end of the compliance period.

These two sets of truck trip data can serve as a basis for the operator to estimate their WPCO for
that compliance period. However, the final WPCO used in the Annual WAIRE Report must be
based on the actual truck trip counts during the compliance period itself (see discussion below).

Onsite Warehouse Equipment

The Initial Site Information Report requires information on existing onsite equipment at the
warehouse for onsite fleets, ZE charging/fueling station, yard trucks, and solar panels. Baseline
information on the onsite equipment is required to assist in calculating future WAIRE Points that
may be potentially earned from the usage of the existing onsite equipment.

Anticipated Approach for Earning WAIRE Points

Using the truck trip data provided in the ISIR (described above) and the subsequent estimated
WPCO, the warehouse operator must also submit how they anticipate meeting that WPCO for
the current compliance period. This could include any combination of approaches from the
WAIRE Menu, a Custom Plan, transferred Points, or the mitigation fee. This portion of the
report is a planning exercise to assist the operator and the South Coast AQMD on the anticipated
mechanisms that will be used for compliance. Recognizing that conditions can change, the
actual approach used to earn WAIRE Points in the Annual WAIRE Report does not need to
follow the approach outlined in the ISIR.

Annual WAIRE Report
An Annual WAIRE Report (AWR) must be submitted by every warehouse operator who must
satisfy a WPCO for every compliance period, beginning with their Initial Compliance Period
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(see page 4). Warehouse owners who intend to voluntarily want to earn WAIRE Points, on
behalf of a warehouse operator, must also submit an AWR at the end of the compliance period
when the Points were earned. The AWR must be submitted by an authorized official of either
the warehouse operator, or owner if the WAIRE Points are earned by the owner, through the
WAIRE POP online system. The applicable administrative fee listed in PR 316 must be
submitted via e-check or credit card at the same time as the AWR.

Truck Trip Counts

The number of truck trips for the compliance period must be reported specifying the number of
Class 2b-7 straight trucks and Class 8 tractors that entered or exited the warehouse site,
following the methods described beginning on page 5. Upon entering the truck trip data for the
compliance period into the WAIRE POP system, the corresponding WPCO will be displayed
using the equation shown on page 5.

Earned WAIRE Points
The warehouse operator must report how the WPCO was satisfied in terms of how many
WAIRE Points were earned from:

1) Each WAIRE Menu action, and/or
2) Actions in an approved Custom WAIRE Plan, and/or
3) Points transferred from another site, the warehouse owner, or banked from a previous year, and/or

4) The mitigation fee.

For WAIRE Points earned from the WAIRE Menu, the warehouse operator must report the
associated level of implementation using the reporting metrics for each WAIRE Menu action
(see Table 3 of PR 2305). The applicable increments of progress must be reported for actions
implemented from an approved Custom WAIRE Plan. For WAIRE Points that were transferred
or banked, the original method used to earn those WAIRE Points must also be reported,
including who originally earned the WAIRE Points and when and how the WAIRE Points were
earned.

RECORDKEEPING

Adequate records that document all reported information must be maintained for seven years
after the applicable report was submitted and be available upon request during normal business
hours. While summarized information is reported in the WON, ISIR, and AWR, during audits
and field inspections South Coast AQMD staff will require warehouse operators and owners to
provide detailed records in order to verify the accuracy of the information submitted.
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WAIRE MENU

The WAIRE Menu provides flexibility in a warehouse operator’s ability to comply with the
WPCO. Table 3 in PR 2305 provides the WAIRE Menu showing the actions, the annual metrics,
and the WAIRE Points based on the listed annual metric. The following discussion describes the
factors that South Coast AQMD staff will review during audits and inspections for each WAIRE
Menu option. Table 4 below provides an overview of the reporting metrics that warehouse
operators must report on their AWR to earn WAIRE Points from the WAIRE Menu.

Table 4 - WAIRE Menu Item Metrics

Acquire ZE/NZE Trucks Number of ZE/NZE Trucks Acquired
by Truck Class
Visit from ZE/NZE Trucks Number of ZE/NZE Truck Visits
Acquire ZE Yard Trucks Number of ZE Yard Trucks Acquired

Number of Hours a
Use ZE Yard Truck ZE Yard Truck Operated
Install Onsite Solar Panel System Kilowatt Rating of Installed System
Number of kwWh Generated

by the Solar Panel System

Use Onsite Solar Panel System

Install Stand-Alone MERV 16 or Greater Number of Stand-Alone
Air Filtration Systems Air Filtration Systems Installed
Replace MERYV 16 Number of MERV 16 or
or Greater Air Filters Greater Air Filters Replaced

NZE/ZE Truck Acquisition

Many warehouse operators already own and operate trucks, and they may acquire NZE or ZE
trucks for their fleet to earn WAIRE Points. Vehicle Identification Numbers and records
verifying that the truck was acquired by the warehouse operator must be kept. Acquisition could
include purchasing, leasing, or renting trucks. If a truck is leased or rented, the WAIRE Points
earned for that temporary acquisition are proportional to the amount of the compliance period
that the truck is leased or rented. For example, if truck is leased for 6 months of a 12-month
compliance period, the number of WAIRE Points earned would be one half of the amount shown
in Table 3 of PR 2305. In the case of a Class 6 NZE truck, the warehouse operator would earn
13 WAIRE Points, instead of the 26 WAIRE Points shown in the WAIRE Menu for the full
annual period.

NZE trucks fueled by natural gas have been commercially available for the past few years in a
variety of Classes, with engines ranging from 6.7 liters to 11.9 liters to serve both medium duty
and heavy duty applications.!® NZE engines are defined as the lowest non-zero optional low

159 https://www.epa.gov/sites/production/files/2021-01/documents/420f21002.pdf,
https://ww3.arb.ca.gov/msprog/onroad/cert/cert.php#6,
https://www.ngvamerica.org/vehicles/availability/?vehicle type=heavy-duty-truck-oems
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NOx standard at the time of the engine’s manufacture, which is currently 0.02 g/bhp-hr. One
benefit of NZE is that publicly accessible fueling infrastructure for trucks already exists
throughout the region and beyond.1®°

Many ZE trucks are also commercially available today in a variety of truck Classes, and many
more are expected in the next few years.'® In the near term, charging or fueling infrastructure
may be installed at a warehouse facility (which also would earn WAIRE Points), or may be
available from a truck leasing company. Additional ZE charging and fueling infrastructure is
expected to be installed in the coming years.

If a warehouse operator earns WAIRE Points from the acquisition of ZE or NZE trucks, they will
need to retain records of the purchase, lease, or rental of the truck (such as a purchase invoices,
or lease agreement), and documentation (e.g., onsite video or photographs from multiple days)
that the truck serves that warehouse facility (e.g., that it is domiciled at that site or regularly
visits that site). The purchase, lease, or rental documentation must contain enough information
to demonstrate that the truck is NZE or ZE, as well as the truck Classification (e.g., the gross
vehicle weight rating).

Existing funding programs®? like Carl Moyer, Proposition 1B, Hybrid Voucher Incentive
Program, etc. cannot be used to purchase a truck and also earn WAIRE Points for truck
acquisition due to statutory prohibitions preventing those incentive programs from being used to
comply with a regulation. The warehouse operator therefore has the option of either receiving
incentives to reduce the purchase price of a NZE or ZE truck or foregoing the incentives to earn
WAIRE Points for the NZE/ZE truck acquisition.

NZE/ZE Truck Visits

WAIRE Points may also be earned for every visit to a warehouse by a NZE or ZE truck.®® It is
important to note, that WAIRE Points for acquisition and visits from the same truck can be
earned in the same compliance period. Trucks that were purchased using incentive funds from
the previously described funding programs, can be used for crediting towards number of ZE or
NZE truck visits. WAIRE Points are earned for each NZE or ZE truck visit, which includes the
truck trip into and out of the facility. The number of truck trips to earn WAIRE Points can be
more or less than the annualized metric in the WAIRE Menu. WAIRE Point values from the
WAIRE Menu can be ratioed (for any WAIRE Menu action), as demonstrated in the following
example. In the WAIRE Menu, 42 Points are earned for 365 visits from a Class 8 NZE truck. If
a warehouse operator has 1,000 Class 8 NZE truck visits during their compliance period, the
number of WAIRE Points earned would be:

42 Points XX Points 115.1 Point
= - .
365 visits 1,000 Visits omnts

160 https://afdc.energy.gov/fuels/natural _gas locations.html#/analyze?region=US-
CA&Tfuel=LNG&fuel=CNG&Ing_vehicle classsHD&show map=true&cng vehicle class=HD

161 https://globaldrivetozero.org/tools/zero-emission-technology-inventory/

162 hitp://www.agmd.gov/home/programs/business/business-detail ?title=vehicle-engine-upgrades

183 Trucks that have been purchased through incentive programs can earn WAIRE Points at the same level as trucks
that are not incentivized.
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NZE and ZE truck visits can come from the warehouse operator’s own fleet or by any other third
party fleet (whether contracted by the warehouse operator or not). NZE and ZE truck visit
counts must be made contemporaneously with the trips and records documenting the visits must
be verifiable by South Coast AQMD staff. Example methods to record these truck visits are
described below.

1. Trucker check-in — Many warehouses already require some type of check-in from truck drivers
when they arrive onsite. As part of that check-in process, warehouse operators could fill out a
short form with the following information for every ZE or NZE truck that visits the site!% (either
themselves or through a form filled out by the truck driver):

The date and time that the truck arrived

Truck license plate number?® and Vehicle Identification Number (VIN)

Truck fuel type (e.g., natural gas, electric, hydrogen)

Trucking Company Name, DOT number, and contact phone number (if not owned by
the warehouse operator)

e. If filled out by a truck driver unaffiliated with the warehouse, the driver’s name and
signature confirming that the above information is accurate

oo oTw

2. Electronic Telematics System (ETS) — ETS systems are increasingly used to track truck activity,
and warehouse operators that employ these systems can use the data it collects and supplement it
with truck characteristics (i.e., items b. through d. above) to determine how many NZE and ZE
visits occur.

3. Security Cameras — Cameras may be used to record the trucks entering or exiting a warehouse
site and document the truck license plate number (using either manual or automated tracking),
and potentially other information such as fuel type, trucking company name, and DOT number.
Information from items (incomplete sentence)

4. Contractual Records — Some warehouse operators arrange for trucking services from third party
fleets. Provisions within the contract requiring NZE or ZE trucks to be used (and resulting in a
specified number of visits) could be used as one method of documentation. Additional
documentation verifying that the NZE or ZE trucks have actually visited the warehouse must
also be maintained.

ZE Yard Trucks

Yard trucks are utility trucks that can be classified as on-road or off-road vehicles and are
typically used to move trailers and containers around a warehouse yard or to nearby locations.
NZE yard trucks are not included as an option in the WAIRE Menu and-are-prehibitedfrombut
may earning WAIRE Points in a Custom WAIRE Plan_(further details are provided in the
Custom WAIRE Plan section).- WAIRE Points may be earned for the acquisition®®® as well as
the use of the ZE yard truck within the same compliance period. Proof of the acquisition of the

164 As a point of reference, for a typical 250,000 sf warehouse that has about 42 Class 8 truck visits per day, only about
5 NZE Class 8 truck visits would be required per day on average (at a stringency of 0.0025) if this method was used
to earn WAIRE Points.

165 The license plate number of the truck/tractor, not the trailer.

166 Similar to the discussion on truck acquisitions above, existing incentive programs cannot be used to acquire ZE
yard trucks, due to limitations within the incentive funding programs.
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ZE yard truck in the form of receipt, invoices, contract or similar documents must be kept by the
warehouse operator.

Warehouse operators must keep records of the number of hours of ZE yard truck use during
every compliance period for which it earns WAIRE Points. In most cases the operating hours for
a yard truck can be obtained from an hour meter on the yard truck. If the yard truck does not
have an hour meter installed, a warehouse operator could have one installed as a way to
document the hours of operation needed to earn WAIRE Points, or the hours could be recorded
through other means (like a time sheet). The hours of operation should be logged regularly either
weekly or monthly to keep the records accurate and prevent errors in reporting the annual metric.

ZE Charging or Fueling Infrastructure

ZE charging or fueling infrastructure for on-road vehicles and yard trucks!®’ can earn WAIRE
Points when installed!® and when used.®® NZE fueling infrastructure installation or use is not
included as an option in the WAIRE Menu and is prohibited from earning WAIRE Points in a
Custom WAIRE Plan. Warehouse operators will need to consult with warehouse owners, local
utilities, and local building departments prior to installing ZE infrastructure. Warehouse facility
or land owners may also voluntarily install the ZE infrastructure and earn WAIRE Points, and
subsequently transfer those WAIRE Points to the warehouse operator(s) at that site. Offsite
installations can earn WAIRE Points, but only through a Custom WAIRE Plan.

Electric Charging Infrastructure Installation

A long lead time may be needed to install electric charging infrastructure at some sites, and
WAIRE Points may be earned for several milestones that are achieved during project
completion. The table below describes the milestones and examples of the documentation
needed to verify that the milestone was achieved.

Electric Charger Installation Milestone Examples of Documentation
Invoices and photo/video documentation that
Acquisition of the charger(s) the chargers have been delivered to the site.
(also called EVSE’s) Records of any incentives or rebates received

for the chargers or charger installation.
Copies of permits and photo/video
Initiating onsite construction documentation showing that construction
was initiated.

167 ZE charging/fueling infrastructure installations or usage for industrial trucks used indoors (e.g., pallet jacks or
forklifts) cannot earn WAIRE Points.

168 In order to avoid potential problems of low quality workmanship and subsequent safety concerns, warehouse
operators and owners earning WAIRE Points from installing ZE infrastructure are encouraged - though not required -
to use a skilled and trained workforce as defined in Public Contract Code section 2601 for all construction work, and
follow the Public Utilities Code section 740.20, subdivision (2) requirement that at least 25 percent of the total
electricians working on an electric vehicle infrastructure project, at any given time, hold Electric Vehicle Infrastructure
Training Program certification.

169 Similar to truck acquisitions, most incentive funding programs from CARB, South Coast AQMD, and the Energy
Commission cannot be used to install charging infrastructure used to earn WAIRE Points. However, utility programs
like Southern California Edison’s Charge Ready Transport program have different requirements and do not have the
same restrictions.
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The latter of final energization or permit Permit records and/or photo/video
sign-off for the system documentation of the system in use.

The WAIRE Menu only includes ZE charging infrastructure up to 350 kW. Chargers with
higher ratings are not yet commercialized but are expected in the near future. Warehouse
operators can earn WAIRE Points for these larger systems through a Custom WAIRE Plan.
WAIRE Points can also be earned for installing chargers for Transportation Refrigeration Units
(TRUs). As of February 2021, CARB is currently developing a new regulation that could
mandate the installation and use of TRU chargers at cold storage warehouses covered by

PR 2305. In order to earn WAIRE Points for TRU charger installations, if CARB’s proposed
rule is adopted and goes into effect, warehouse operators would be required to either install more
chargers than required by CARB’s rule in any given year, or install chargers before CARB’s rule
requires them.

Electric Charging Infrastructure Usage

Warehouse operators earning WAIRE Points from charger usage!’® for on-road vehicles and/or
yard trucks are required to report total kWh dispensed from charging stations at that site.
Charger usage earns WAIRE Points equally for trucks owned by a warehouse operator and for
third party fleets. Individual charger kWh are not required to be recorded or reported if a single
master electrical meter is dedicated to all chargers and does not serve any other electrical loads
(this is a common setup in charger installations). Records documenting this electrical usage
would typically include electric utility bills, but could also include photo documentation of meter
readouts, or charging software system reports.

Similar to the discussion above for TRU charger installation, if CARB’s proposed rule on TRU’s
is approved and goes into effect, WAIRE Points may only be earned for TRU charging if it
exceeds requirements in CARB’s rule. Records must be kept documenting how the usage goes
beyond CARB requirements for any WAIRE Points earned in this situation.

Hydrogen Station Installation and Use

Hydrogen station installations are expected to occur on a faster timeline than electric charging
infrastructure, and specific milestones are not included in the WAIRE Menu. WAIRE Points
may be earned upon final station installation and availability for fueling. Records documenting
the station installation can include permit records, invoices, and photo/video documentation of
the station. The WAIRE Menu assigns 1,680 WAIRE Points for the installation of a hydrogen
station capable of dispensing 700 kg/day for on-road vehicles and/or yard trucks. Similar to the
ratio method described in the truck visit section, stations with higher or lower throughput
capacities would receive proportionally more or less WAIRE Points than listed in the WAIRE
Menu.

Hydrogen station use must be reported in total kilogram dispensed during the compliance period.
The station can be used for the warehouse operator’s own fleet or for third party trucks. Records

170 Warehouse operators may obtain Low Carbon Fuel Standard (LCFS) credits and/or revenue from those credits and
still earn WAIRE Points for that dispensed electricity.
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documenting this use should include a meter read-out and can also include invoices for delivered
hydrogen, or other similar records.

Solar Panel System Installation and Use

Solar panel system installations can be installed either on the roof of the warehouse or as a
carport configuration. Warehouse operators will need to consult with warehouse owners, local
utilities, and local building departments prior to installing solar panel systems. Additionally, the
warehouse facility or land owner may voluntarily install the solar panels and earn WAIRE Points
that they can subsequently transfer to their warehouse operator(s). Proof of the installation of the
solar panel system and its kilowatt (kW) rating in the form of receipt, invoices, contract,
photos/videos, or similar documents should be maintained for future audits and inspections.
WAIRE Points will be awarded upon the latter date of system energization or final permit sign-
off.

The total energy produced by the solar system is typically recorded through software systems
and may differ from reports provided by utilities. The total system energy production (measured
in kilowatt-hours or kWh) is available to earn WAIRE Points, not just the net energy reported by
the utility. Both the installation size and the system usage can be scaled using the ratio method
described in the truck visits section.

Air Filtration Systems

Air filtration systems can be installed or air filters replaced at residences, schools, daycares,
hospitals, or community centers within three miles of the warehouse in order to reduce exposure
to particulate matter.2’* The minimum type of filters that can be installed or replaced are
minimum efficiency reporting value (MERV) 16 or greater efficiency. Records documenting the
number of systems installed or filters replaced could include invoices, contracts, photos/videos of
installed systems, or similar documents. The documentation must include proof that the systems
were actually installed, and not just purchased. Earning WAIRE Points with this approach will
therefore require coordination with, and voluntary cooperation from other entities. Air filtration
system installations and filter replacements can be scaled using the ratio method described in the
truck visits section.

171 Example systems are described here:
http://www.agmd.gov/docs/default-source/cega/handbook/agmdpilotstudyfinalreport.pdf
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CUSTOM WAIRE PLANS

PR 2305 provides the option of proposing a Custom WAIRE Plan for actions that are not on the
WAIRE Menu. WAIRE Points can only be earned upon approval of the Custom WAIRE Plan,
any action or investments made prior to the approval of the Custom WAIRE Plan will not be
considered for WAIRE Points. The process for applying for a Custom WAIRE Plan is shown in
Figure 3 below. Custom WAIRE Plan Applications must be submitted through the WAIRE POP
system, or as otherwise directed by South Coast AQMD, along with the applicable fee in

PR 316.

Some examples of potential Custom WAIRE Plan proposals include jointly owned off-site ZE
charging or fueling infrastructure, the use of battery storage systems or energy management that
reduces emissions from local natural gas fired powerplants, and the acquisition and/or usage of
NZE yard trucks. NZE yard trucks may be submitted as a Custom WAIRE Plan for consideration
but only if they only utilize renewable fuels such as renewable natural gas (RNG), renewable
propane, or other equivalents.’? The section below provides an example of a Custom WAIRE
Plan calculation methodology to earn WAIRE Points for NZE yard trucks.

NZE Yard Truck WAIRE Points Calculation Example

The acquisition and/or use of NZE vyard trucks may be proposed as a Custom WAIRE Plan if the
NZE vard truck’s engine meets CARB’s lowest Optional Low NOx standard (currently 0.02
g/hp-hr) applicable at the time of engine manufacture and is fueled with renewable fuels. The
expected WAIRE Points for NZE vard trucks in a Custom WAIRE Plan are shown below,
following the same methods as is described for ZE yard truck acquisition and usage in
Appendix B — WAIRE Menu Technical Report.*”

Acquire One NZE Yard Truck = 42 WAIRE Points
Use One NZE Yard Truck for 1,000 hrs in a year = 288 WAIRE Points

172 Renewable fuels include any non-fossil fuel who carbon intensity is lower than the applicable standard for that year
as determined through CARB’s Low Carbon Fuel Standards program.

173 The following key assumptions are used here: $50,000 incremental acquisition cost relative to diesel counterpart,
$2,250 incremental annual usage cost relative to diesel (https://cleanairactionplan.org/documents/final-cargo-
handling-equipment-che-feasibility-assessment.pdf/), 90% of the NOx emissions benefit as a ZE yard truck, and 100%
of the Diesel PM benefit of a ZE vard truck.
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Figure 3 — Custom WAIRE Plan Application Process

Warehouse Owner or Operator submits
Custom WAIRE Plan Application at least 270 days
before Annual WAIRE Report is due

Within 30 days of receipt, South Coast AQMD
will conduct an initial review and confirm receipt

South Coast AQMD will approve or disapprove
Custom WAIRE Plan within 90 days of submittal

South Coast AQMD will make
Custom WAIRE Plan available for
public review 30 days prior to approval

Custom WAIRE Plan
Not Approved*

Within 30 days of disapproval,
Custom WAIRE Plan
Approved the Custom WAIRE Plan can be

revised and resubmitted

L The revised Custom WAIRE
Plan will be approved or
disapproved within 45 days

* A disapproval will identify the deficiencies in the application that must be revised before approval can be
considered. Applications that have not been explicitly approved within the review period are presumed to be
disapproved.
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Custom WAIRE Plan actions must meet similar criteria to the analysis conducted for the actions
and investments included in the WAIRE Menu. Custom WAIRE Plan Applications must include
the following elements:

e A demonstration how the proposed action will earn WAIRE Points based on the incremental cost
of the action, the NOx emission reductions from the action, and the DPM emission reductions
from the action, relative to baseline conditions if the warehouse operator had not completed the
action in that compliance period,

o Baseline conditions should be calculated using the latest emissions estimation
methodologies, such as those used in the most recently approved Air Quality
Management Plan. The calculation of WAIRE Points from actions in a Custom WAIRE
Plan should be consistent with the calculation methodologies included in the WAIRE
Menu Technical Report included as Appendix B to the PR 2305 Staff Report. Emission
reductions that go beyond baseline conditions must consider the effect of existing
regulations that phase in through time, if applicable.

e A demonstration how WAIRE Points earned from the Custom WAIRE Plan for emission
reductions are gquantifiable, verifiable, and real,

e A description of how the proposed actions will achieve quantifiable, verifiable, and real NOx and
DPM emission reductions as quickly as feasible, but no later than three years after plan approval,

o All Custom WAIRE Plans must result in emission reductions, or directly facilitate
emission reductions. Examples of facilitating projects could include installation of ZE
charging infrastructure at an offsite location or acquisition of ZE TRUs that go beyond
CARB requirements.

e A guantification of expected NOx and/or DPM emission reductions from the proposed actions
within the South Coast AQMD and within three miles of the warehouse,

o All Custom WAIRE Plan projects, including facilitating projects, must result in verifiable
NOx and/or DPM emission reductions within three miles of the warehouse.

e A description of the method to be used to verify that the proposed actions will achieve NOXx
and/or DPM emission reductions,

o Example methods documenting how the effectiveness of an action can be verified are
included in these Guidelines for WAIRE Menu items.

e A schedule of key milestones showing the increments of progress to complete the proposed
actions,

e A description of the location and a map of where the proposed actions will occur,

e Any expected permits or approvals required by other private parties, or South Coast AQMD, or
other federal, state, or local government agencies to implement the Custom WAIRE Plan

Custom WAIRE Plan Milestones

The timetable of an approved Custom WAIRE Plan application allows for at least six months to
implement the custom WAIRE Plan project (or three and a half months if the application was
disapproved, resubmitted, and then approved). Some projects may take longer to implement and
could extend beyond the compliance period when the Custom WAIRE Plan application was
submitted. In these cases, a progress report must be submitted every six months after the Custom
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WAIRE Plan was approved. In the event milestones are not reached, the progress report must
explain the conditions that resulted in the milestone not being reached and propose a new
milestone date. If in reviewing the progress report, South Coast AQMD staff determines that
progress on the approved Custom WAIRE Plan is not adequate, a notice may be sent to the
Custom WAIRE Plan applicant advising of the inadequate progress. The Custom WAIRE Plan
approval may be rescinded 30 days after the notice if the applicant does not demonstrate how the
identified deficiencies have been corrected. Figure 4 shows the Custom WAIRE Plan
implementation process.

Figure 4 — Custom WAIRE Plan Implementation

Custom WAIRE Plan

Approved
|
[ 1
If not completed by the subsequent Custom WAIRE Plan
Annual WAIRE Report, a progress report completed by the subsequent
must be submitted every 6 months Annual WAIRE Report

Failure to implement Custom WAIRE Plan
Custom WAIRE Plan Implemented

of proposed rescission of approval,

South Coast AQMD will notify applicant
with identified deficiencies

|
Applicant demonstrates ‘ ‘South Coast AQMD will rescind ‘

identified deficiencies approval 30 days after rescission
have been corrected notification

maintains approval comply with PR 2305

Custom WAIRE Plan \ Must use other methods to ‘
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WAIRE MITIGATION FEE

Warehouse operators may earn WAIRE Points by paying a mitigation fee at $1,000 per WAIRE
Point, but any of the other methods that can earn WAIRE Points (i.e., the WAIRE Menu, Custom
Plans, transferring) can be used to fully satisfy a warehouse operator’s WPCO so that no
mitigation fees are paid. There is also an additional 6.25% administration fee charged on top of
any mitigation fees paid to cover South Coast AQMD’s costs of administering the WAIRE
Mitigation Program. Mitigation fees and accompanying administrative fees must be submitted
through the WAIRE POP system with the AWR. Payments less than $300,000 can be made by
e-check or credit card. Payments larger than this must be mailed #a-to South Coast AQMD or
submitted in person.

The WAIRE Mitigation Fee Program is expected to provide incentives toward the purchase of
NZE and ZE trucks and ZE charging and fueling infrastructure. Warehouse operators may apply
for the WAIRE Mitigation Fee Program funds. However, similar to other funding programs, the
incentivized vehicle or equipment may not earn WAIRE Points for its acquisition, only for its
subsequent use. Further, any ZE charging or fueling infrastructure funded by the WAIRE
Mitigation Program must be publicly accessible and cannot solely be for the use of the operator’s

private fleet.

Projects funded by the WAIRE Mitigation Program will be approved annually or more often by
the South Coast AQMD Governing Board and will follow the policies described in the Board
Resolution that accompanies PR 2305 as well as subsequent requirements set out by the Board
(e.g., in future solicitations).1"

WAIRE POINTS TRANSFERS

WAIRE Points can only be transferred under limited situations, and only WAIRE Points in
excess of the warehouse operator’s WPCO may be transferred. The following are the three sole
instances when WAIRE Points may be transferred or banked:

1. Excess WAIRE Points transferred to a warechouse operator’s other warehouses:
If a warehouse operator conducts warehousing activities at more than one warehouse during any
single compliance period, then WAIRE Points earned for one warehouse may be used at the
other warehouse(s) under the operational control of that same warehouse operator. Only those
points earned in excess of a warehouse operator’s WPCO at that site may be transferred, and
only for the current compliance period. Any WAIRE Points transferred to a different warehouse
shall be discounted as shown in the rightmost column in the WAIRE Menu in Table 3 of PR
2305.

2. WAIRE Points transferred between a warehouse owner and operator:
A warehouse facility or land owner may voluntarily earn WAIRE Points during a compliance
Period using the WAIRE Menu, a Custom WAIRE Plan, by paying a mitigation fee, or may have
WAIRE Points transferred to them from the warehouse operator at that site. The warehouse
facility or land owner may then transfer these WAIRE Points to any warehouse operator at the
site where the WAIRE Points were earned within a three-year period after the points were
originally earned. Any warehouse operator using these transferred WAIRE Points to satisfy a
WPCO during this three-year period must demonstrate that any onsite improvements or

174 A link to the resolution will be added here if the rule is approved.
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equipment installations that were used to earn the WAIRE Points being transferred are still
operational at that warehouse facility in the year that WAIRE Points are used.

a. Warehouse operators that vacate a warehouse before the end of a compliance period may
transfer any excess WAIRE Points to the warehouse owner. These Points may then be
transferred to the next warehouse operator.

3. Excess WAIRE Points banked for future use at that site:
WAIRE Points in excess of the warehouse operator’s WPCO in one compliance period may be
banked for use in any of the next three compliance periods. After this time, any remaining
banked WAIRE Points will expire and can no longer be used. WAIRE Points banked for future
use in this way cannot be transferred to another warehouse. WAIRE Points may not be
transferred to a subsequent compliance period if the WAIRE Menu items used to earn WAIRE
Points are required by U.S. EPA, CARB, or South Coast AQMD rules and regulations in that
subsequent year. An example could include CARB’s anticipated TRU rule that could require
charging infrastructure at a future date. Installations earlier than CARB requirements could earn
Points and be banked for future years. However, the banked Points can no longer be used in any
year in which CARB requires those chargers to be installed. Further, if any onsite improvements
or equipment installations that were used to originally earn the WAIRE Points are no longer
functional, the banked WAIRE Points may not be used to satisfy a WPCO. Finally, if WAIRE
Points are earned prior to a warehouse operator’s first compliance period, the three-year clock on
banked WAIRE Points does not begin until after their first compliance period.
In order to use banked WAIRE Points, the WAIRE Menu item that generated the WAIRE Points
must still be onsite and was used for the compliance period that the WAIRE Points are to be used
to comply with the WPCO. (Incomplete sentence) For Phase 2 and 3, there is an early action
provision that allows for earning WAIRE Points ahead of their initial compliance period, and
include a provision for the clock on three year life of the WAIRE Points for those early action
WAIRE Points to not begin until after the initial compliance period.

It is the responsibility of the warehouse operator who uses transferred or banked WAIRE Points
to keep records documenting how and when the WAIRE Points were originally earned. If
WAIRE Points are transferred between the warehouse owner and operator, both entities must
keep records documenting the agreement to transfer the WAIRE Points. To avoid any potential
disputes, the agreement should be signed by authorized officials for both entities.

EXEMPTIONS

Warehouse operators may be exempt from parts of PR 2305 in twethree limited instances. First,
warehouse operators who can only use less than 50,000 sg. ft. of a warehouse for warehousing
activities are not required to earn any WAIRE Points. However, if the warehouse operator has
the same parent company as another warehouse operator in the same building, and collectively
they may use more than 50,000 sg. ft., then the exemption does not apply.

Second, warehouse operators with a calculated WPCO <10 are not required to earn any WAIRE
Points but will still need to submit required reporting. This exemption is in place to reduce the
burden on small warehouse operations with only a small volume of truck trips to their
warehouse.
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Third, there may be rare instances when a warehouse operator invests in new technology to
comply with PR 2305. If that equipment malfunctions through no fault of the operator, then they
may apply for an exemption from the portion of their WPCO for which that action applies. An
example could include a warehouse operator who purchases a ZE or NZE truck that experiences
a significant manufacturer’s defect that renders the truck inoperable for an extended period of
time. Applications for this exemption should be submitted to waire-program@aqmd.gov.
Applications should include a description of the investment that has the defect, relevant details
about the defect, and the number of WAIRE Points anticipated during the current compliance
period from that investment for which the operator is seeking an exemption. The warehouse
operator’s WPCO should not be assumed to be reduced unless South Coast AQMD staff submits
an approval of the exemption in writing or email. The application will be reviewed based on
evidence provided by the applicant that the vehicle or equipment had defects caused by the
manufacturer of the vehicle or equipment, or a defect in the installation of equipment following
manufacturer-approved methods. Further, the applicant must demonstrate that they made a good
faith effort to have the equipment or vehicle repaired but was unable to do so or do so in a timely
manner.

COMPLIANCE PROGRAM

South Coast AQMD will periodically conduct both desktop and field audits for compliance with
the WAIRE Program. The South Coast AQMD staff may contact warehouse owners and
operators to request further documentation or clarification on submitted WAIRE Program
reports. Additionally, South Coast AQMD inspectors may conduct field visits of the warehouse
facilities. South Coast AQMD inspections are generally unannounced, and a South Coast AQMD
inspector may visit a warehouse facility any time during regular business hours to verify a
facility is following recordkeeping requirements and other applicable requirements. Upon arrival,
the South Coast AQMD inspector will present proper South Coast AQMD identification and
inform a facility representative of the purpose and scope of the inspection. Most inspections are
conducted to verify the information submitted on the required WAIRE Program reports. An
inspector may also request a tour of the facility to verify the onsite presence of any equipment
related to WAIRE Program compliance. It is helpful if a facility representative familiar with the
WAIRE Program assist with the inspection, and that an organized collection of the WAIRE
Program related documents be readily available either as a hardcopy or digitally.

Some of the records that a South Coast AQMD inspector could inquire about include:
e Current contact information of warehouse operator

Truck trip count records

WPCO calculation and plans to earn WAIRE Points

Copy of Initial Site Information Report

Copies Annual WAIRE Report(s)

Copy of any approved Custom WAIRE Plan(s)

Fleet data (invoices, vehicle registration, model year, fuel type, license plate numbers)

Information about any onsite energy generation equipment

Information about any onsite alternative fueling station(s)

Information about any onsite yard truck(s)

Information on any air filter systems or filters installed or replaced for the surrounding

community
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e Copies of exemption documentation
o Copies of lease agreement

If South Coast AQMD staff identify a discrepancy in the warehouse operator’s WAIRE Program
reporting such as a an issue with the truck trip counts, the reporting metrics submitted, or similar
differences, the South Coast AQMD inspector will discuss the issue(s) with the warehouse
operator to determine the cause of the issue(s) or require further documentation and enforcement
action may be taken. For example, if the warehouse operator submits in the Annual WAIRE
Report that there were 100 ZE tractor visits for the compliance period, and if after verifying the
100 tractor VINSs the South Coast AQMD staff determines that only 50 of the truck visits were
actually ZE tractors, more detail on the truck visits may be required or a further review of the
method for accounting for ZE trucks would be needed. If sufficient proof cannot be provided to
support the 100 ZE tractor visits reported, then the warehouse operator may need to obtain more
WAIRE Points to satisfy their WPCO. Frequently updating and tabulating reporting metrics
would limit discrepancies and provide more documentation to support submitted WAIRE
Program reports.
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Appendix B: WAIRE MENU TECHNICAL REPORT

DRAFT WAIRE Menu Technical Report

OVERVIEW

This technical report describes the methodology used to determine how WAIRE Points are
attributed to each of the actions on the WAIRE Menu provided in PR 2305. Section 1 of this report
presents an overview of how the Points are determined within the Menu, while all subsequent
sections presents detailed methodologies for each Menu item.

SECTION 1) WAIRE Points Calculation Methodology

This section describes the general methodology used to determine how WAIRE Points are
attributed to each of the actions on the WAIRE Menu. While this methodology is used to determine
the value of each WAIRE Menu action during the rulemaking process, warehouse operators and/or
owners will not need to use this calculation methodology document to determine how to comply
with the rule. For compliance, warehouse operators (and in some cases owners if they choose to
comply on behalf of their operator) will only need to consult the WAIRE Menu itself to determine
how many actions, or how much of each action to complete for compliance.

WAIRE Points may be earned in two ways, through the purchase of near-zero (NZE) and zero
emission (ZE) equipment or equipment that facilitates its use, and through the usage of NZE and
ZE equipment. WAIRE Points are assigned based on three key parameters, cost, regional
emissions reductions, and local emissions reduction. The cost parameter is based on the
incrementally higher cost a warehouse operator faces when choosing to purchase NZE/ZE
equipment (compared to conventional diesel technology). The regional emissions reduction
parameter is based on the reduction in nitrogen oxides (NOx) emissions from using ZE/NZE
equipment. The local emissions reduction parameter is based on the reduction in Diesel Particulate
Matter (DPM)! from using ZE/NZE equipment.

In practice, the actual costs and emission reductions of each implemented action will likely vary
for each warehouse operator. Calculating these unique values on a case-by-case basis would
impose a considerable administrative burden to both the regulated community and to South Coast
AQMD. In order to simplify compliance and administration of PR 2305, WAIRE Points for each
Menu action are determined using representative default values described in the calculation
methodology summaries that follow.

Section 1la) WAIRE MENU ANNUALIZED UNITARY METRICS AND BINS
WAIRE Points values in the WAIRE Menu are determined for each action based on a single
Annualized Unitary Metric (AUM). The AUM is the default level of implementation used for

1 DPM is both a component of the criteria pollutants PM10 and PM2.5, and a toxic air contaminant. Emissions of
DPM from warehouse indirect sources can contribute to high-level, localized pollutant concentrations that can
significantly affect air quality and public health for populations near warehouses.
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calculating each WAIRE Menu action’s Points. For example, the AUM for the truck acquisition
WAIRE Menu action is one truck acquired during the compliance year. The cost and regional and
local emissions reductions are calculated for acquiring one truck and used to determine the default
WAIRE Point value for that Menu action. Warehouse operators use these default Point values in
the WAIRE Menu to determine how many Points they earned in total depending on their level of
implementation. For example, the default Point value in the Menu for acquiring one ZE class 8
truck is 126 Points. If a warehouse operator acquired five ZE trucks, they would earn a total of 630
Points (126 Points for each truck acquisition). Similarly, for ZE class 8 truck visits, the AUM of
365 visits per year (one per day on average) yields 27 Points in the WAIRE Menu. If a warehouse
operator only has 100 ZE class 8 truck visits during a compliance year, they would earn a total of
7.4 Points? [(100 + 365) x 27 = 7.4]. The AUM’s for each WAIRE Menu action are described in
the individual calculation methodology summaries that follow.

WAIRE Points are also calculated using a point binning system to simplify the merging of the
cost, regional emission reduction, and local emissions reduction parameters. For the AUM, Points
are earned for each $25,000 incremental cost, 25-pound NOXx regional emission reduction, and
0.25-pound DPM local emission reduction. Once these three parameters are calculated, their
binned points are summed to yield the total default WAIRE Points earned for that action.

Section 1b) COSTS:

The costs for each WAIRE Menu action are based on the annualized incremental costs difference
between the new ZE/NZE technology and the costs of the conventional diesel equivalent. Due to
existing statutory or regulatory prohibitions, most state incentive funding programs used to offset
the higher purchase price of ZE/NZE vehicles and equipment cannot be used to aid in complying
with state or federal law or South Coast AQMD rules or regulations®, and incentive funds are not
considered in these costs. However, WAIRE Points may be earned from the usage of incentivized
vehicles/equipment. For example, if a warehouse operator owns a fleet of trucks, and they want to
purchase a ZE or NZE truck, they will need to decide among two options. First, they could
purchase the truck at full price and receive WAIRE Points for that action. Second, they could
instead choose to receive incentive funding for that purchase but not earn any WAIRE Points for
the truck purchase. In both instances, they would be allowed to receive WAIRE Points for the
visits that this truck makes to their warehouse.

2 WAIRE Points are calculated to no more than one decimal place.
3 California Health and Safety Codes 44281(b), 44391.4(a), 44271(c), CCR Title 13, Ch. 8.2 Sec. 2353 (c)(4), Moyer
Guidelines Ch. 2, CA Beneficiary Mitigation Plan
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Section 1c) REGIONAL EMISSION REDUCTIONS:

Regional emission reductions are calculated in two ways. First, NOx reductions are calculated
from using ZE/NZE vehicles and equipment for activities associated with the warehouse. Second,
regional NOx emission reduction Points are calculated f